Rewarding, Organizing
and Managing People
for the 2% Century:

Time for a Strategic Approach

PART I. A Strategic Perspective

June 30, 1997



8" Quadrennial Review of Military
Compensation Publications

The 8" Quadrennial Review of Military Compensation published five volumes. The primary volume
contains the Executive Summary and the Executive Report. The Main Report comprises three volumes
that expand upon the topics in the Executive Report and includes examples showing how the recommen-
dations can be applied in the uniformed services. The final volume contains internal working papers that
are the background for some conclusions and recommendations; they contain information not discussed
in the other volumes. Shown below are the names and DTIC and NTIS numbers for each volume:

Publication Title DTIC/NTIS Number

Rewarding, Organizing and Managing
People for the Z1Century: Time for

a Strategic Approach
» The Executive Report AD — A329201
» Partl: A Strategic Perspective AD — A329202
« Partll: A Strategic Approach AD — A329203
e Part lll: Managing Change AD — A329204
» Working Papers AD - A329205

To order additional copies of th& Quadrennial Review of Military Compensation’s reports, contact:

Defense Technical Information Center National Technical Information Service
Reference and Retrieval Division (DTIC-BR) 5285 Port Royal Road

8725 John J. Kingman Road, Suite 0944 Springfield, VA 22161

Ft. Belvoir, VA 22060-6218

(703) 767-8274 (703) 487-4650

DSN 427-8274 Fax (703) 321-8547
http://www.dtic.mil/stinet/ http://www.fedworld.gov/ntis/

Rewarding, Organizing and Managing People for th& @éntury:
Time for a Strategic Approach
June 30, 1997

Office of the Assistant Secretary of Defense
(Force Management Policy)
The Pentagon
Washington, DC 20301-4000



TABLE OF CONTENTS

Chapter 1 — Strategy Formulation in the Department

Of Defense TOdaY ... 1-5
Chapter 2 — A Strategic Perspective .........ccccoeviveiennnnnne 7-14
A General Strategic APProach ............cccccceueeeeeiiiieeiiiieiiieeeeie e 8
Definitions and PErsSPECHIVES ............cuueuieeeeeiiiiieeeeeiiiee e 8
Characteristics of the Strategic Approach ............ccccceeeveveeennnennn. 10
Strategic Human Resource Management ...............ccoceveueeeeuneeennann. 11
Definitions and PersPECHIVES ............uueuieeeeeuiiieeeeeiiiie e 11

Characteristics of a Strategic Approach to Human
Resource Management ..........couuueuuieeuieieiiieeieeiieeee e eeaaa 14

Chapter 3 — Human Resource Management

STrATEOY .o s 15-50
Levels Of Srategy ..........ouueeeeeueeeie ettt aaaaans 15
Cascading Strategies Within the Uniformed Services................... 19
Integrating Strat@gies ...........cooeuueeeeeeeeeie e 20
The Case for AlIQNMENL ..............cuveeeeieeeee e 22
OVErall FrameWOrK ..........ccoeiieiiiieieeeeees e 22
Empirical Evidence: CoOmMPENnSation ...............cccoeeveuieeeunieeunnannnnnn. 30
Empirical Evidence: Human Resource Management ................... 31
The Theoretical CaSE ............ooiiieeeuiiiiiieeeiee e 33
An Integrated Human Resource Management Framework............... 35
Operational Aligning MechaniSms ...............coeveveuieeeeiieeriiieeeisiaaan, 41
Organizational Strategi€s .............ueuueeeemuuiiiaeieeiiiie e 41

(000 ] = I0 = 0101 LY=L R 43



8" Quadrennial Review of Military Compensation

COre COMPELENCIES .....ceveeeeeee ettt e e aaan 44
WOIK CUITUFES ... 46
BUSINESS DESIGN ... 49
Summary of Operational Aligning Mechanisms............................ 50

Chapter 4 — The Role of the Human Resource

Leader in the 215t Century ......ccccoeevveeie v 51-57
The Focus of Human Resource Leaders...........ccccoovveeiieeeeiennniinnnnnn. 51
AdMINISTratiVe FOCUS ........c.uuieeieeiiiee et 52
FUNCtIONAIl FOCUS ... 52
SHrAteQIC FOCUS ....uneeeeeeeeee e 52
A New View of the Roles of the Human Resource Leader ................. 53
FUNCtional EXPEIt ........cooeeeeeiiieeeeee e 54
Employee Champion .............cccouoeeeeuiiiiiiiseeiiee e, 54
SErategiC PAITNEI ..........coiieeeiiiee e 55
(010 F= g0 [= I A Yo =] o | S 55

Balance and Tension Among The Roles of the
Human Resource LEAUEr ............cccoueueeeeeuieeeiieeeeiieeeeeieeeeiaaeeen 55

What Do Human Resource Leaders in the Uniformed
SErvices DO TOUAY? ......cceeeeeeeeeeeeee e e e 56

Chapter 5 — The Challenge: A Case for Strategic
Human Resource Management............ccccoovveeeniiinnnnn. 59-70

Benefits of Strategic Human Resource Management ...................... 62

Strategic Human Resource Management Facilitates
Major Change In Strategic DIreCtion ................ccoceeuueeerueeerneaennnnn. 63

How Can the Human Resource Management System
Facilitate CRANGE? ..........uuiieeieiiee e 65

Strategic Human Resource Management Enhances
Leader EffECHIVENESS ..., 66

How Can the Human Resource Management System
Enhance Leader EffeCtiVENESS?........ccuuuiieeeeeriiiiiieiiiieiiieaeiaeenn 66




Table of Contents

Strategic Human Resource Management Enhances

Organizational Performance............ccccccuuueseeeuuiseseiiseeeiieeeenneeennn, 67
How Can the Human Resource Management System
Enhance Performance?...........cccouuuueuuiiieiiiiiiiieeeeeiieee e 69
APPENAICES ...t e 71-92
Appendix | — Additional Perspectives on Strategy ...........c........... 73-76
Appendix Il — Strategic Thinking Process (Taxonomy) ................. 77-78

Appendix Ill — Application of Horizontal Strategy
Concepts to the Department of Defense..........c..cccoeeuuuveunnnannn. 79-82

Appendix IV — Strategic Change Initiatives in the
Department Of DEefenSe .........cccoeeeuuoiieeeiiiiieeeiiieee e 83-92







TABLE OF FIGURES AND TABLES

Figure 1 — The Joint Strategic Planning System ............cccccccccvevevennn... 3
Figure 2 — Evolution of Strategic Human Resource Management ..... 13
Figure 3 — Cascading Strate€gi€s ............ccueueuoeeeeeuiieeeiiieeeiiiaeaeiaaeees 19
Table 1 — Notional Strategic Levels in the Department of Defense..... 21

Table 2 — Current Human Resource Management

Decision-Making Authority in the Department of Defense ............ 22
Table 3 — Compensation Strategies — Gomez-Mejia

and BalKin TAXONOMY ..........ccouuuiiieeiieiiee e 23
Table 4 — Corporate Strategies — Gomez-Mejia

and BalKin TaXOnOomy ...........coceuuueeeeiieeeiiieeeeie e e e 24,25
Table 5 — Business Unit Strategies .............ccouuuueiieeeemuiiieeeeeeiiiaaeenens 27
Table 6 — Compensation, Business and Corporate

Strateqy LINKAQGE ........eeeeeeeeeee et e e 28
Table 7 — Business Unit/Organizational Strategies ........................... 30
Figure 4 — Von Glinow et al. FrameworkK ..............c.ccccccevveveeeinieinnnannn.. 36
Figure 5 — Ulrich and Lake’s Competency-oriented Framework........ 37
Figure 6 — Competency-oriented Integrated Framework .................. 38
Figure 7 — Traditional Function-oriented Integrated Framework........ 39
Figure 8 — Roles of Human Resource Management.......................... 54
Figure 9 — What Do Human Resource Leaders Do Today?................ 56
Figure 10 — What Else Might Human Resource Leaders Do? ............ 57

Figure 11 — The Reach and Influence of the Human Resource
Management System: A Resource-based View..............c............ 60

Figure 12 — The Reach and Influence of the Human Resource
Management System: An Organization-based View.................... 61



CHAPTER 1
STRATEGY FORMULATION IN THE
DEPARTMENT OF DEFENSE TODAY

. . . Strategic
emphasis . . .
may be an area
where the depart-
ment can benefit
from emerging
practices used in
other successful
organizations.

No military task is of greater importance than the development of
strategic plans which relate our revolutionary new weapons and force
deployments to national security objectives. Genuine unity is indis-
pensable at this starting point. No amount of subsequent coordinatior
can eliminate duplication or doctrinal conflicts which are intruded into
the first shaping of military programs.

—President Dwight D. Eisenhoweér

Strategy is not just about deciding which wars we will fight but about
navigating our way to our desired objectives in the future and relating
our present actions to the future outcomes we hope to achieve.

—The Honorable Paul Wolfowitz

The Department of Defense is generally recognized as having one of the most well-
developed planning processes of any organization, public or private. Although the
process is well-developed, the strategic emphasis, in the broadest sense of the term,
within the process may be an area where the department can benefit from emerging
practices used in other successful organizations. This section briefly describes the
overall process in the departmémind highlights those areas where greater strategic
emphasis may be useful. It provides the foundation for the following major points:

» The Department of Defense could use human resource management policies
and practices as a “strategic lever” to improve its organizational performance —
that is, to better accomplish its mission, vision and corporate goals. This
would place the department solidly among those world-class organizations
that are recognized as being on the leading edge of strategic human resource
management.

1 Message to Congresapril 3, 1958; quoted in Commission on Roles and Missions of the Armed Forces,
Directions for DefenseReport of the Commission on Roles and Missions of the Armed Forces to the
Secretary of Defense (Washington, DC: U.S. Government Printing Office, May 24, 1995), p. 2-2.

2 “Statement of Paul Wolfowitz for Senate Armed Services Committee Hearings on Defense Strategy,”
Washington, DC, February 7, 1995.

3 This section sketches the current strategy formulation process in DoD (which will already be familiar to many
readers), based primarily on official departmental publications. The references cited below contain more detailed
descriptions of that process but are sometimes slightly inconsistent with each other. This planning system is
dynamic and continually evolving. In particular, a number of changes in the system have occurred in the past
several years, including development of the Chairmamiist Vision 2010.Further changes are likely as the
department responds to the requirements of the Government Performance and Results Act of 1993. Hence,
any summary necessarily simplifies or omits many aspects of how the process currently operates in practice.
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» A strategic approach involves examining such fundamental issues as what
business the organization is in or should be in, what it should look like in
the future in order to survive and prosper in its expected environment, and
how it should get from where it is today to where it believes it needs to be
in the future.

» As it operates today, the department’s strategic approach often seems to ¢
centrate primarily on the programming phase of the planning, programming
and budgeting system, with little explicit attention to addressing fundament
guestions about the department’s future environment, role and direction.

In response to the requirements of the Government Performance and Results
Act of 1993, the Defense Planning Guidance for fiscal years 1998-2003 stated, f
the first time, the strategic plan for the Department of Defense, including the depa
ment’'s mission, vision and six corporate goals. The President and the Secretary
Defense provide the general context for military strategic planning in the departm
through the National Security Strategy and its implementation guidance. The Chg
man of the Joint Chiefs of Staff, as the principal military adviser to the President,
the National Security Council and the Secretary of Defense, presents his views o
national strategy and policy to the National Security Council during the formulatio
process. He also presents the views of the other members of the Joint Chiefs of
Staff and of the combatant commandérs.

Based on the National Security Strategy and its implementation guidance, the
Chairman then develops the National Military Strateggoordination with the other
members of the Joint Chiefs of St&ffThe National Military Strateggontains the
Chairman’s recommendations to the President and the Secretary for the departm
support of the national security objectives, including the fiscally constrained force
structure required to accomplish those objectives. To formulate the National Milit
Strategy, the department currently uses two interrelated systems: the Joint Stratg
Planning System and the planning phase of the planning, programming and budg
system? Figure 1 shows a notional view of this planning process and its linkages

g

- =

the subsequent programming phase.

4 U.S. Joint Chiefs of Staffioint Pub. 5-0, Doctrine for Planning Joint Operatigigashington, DC: U.S.
Government Printing Office, April 13, 1995), p. 1I-1-2; and U.S. Joint Chiefs of Stafft Pub. 3-08, Joint
Doctrine: Capstone and Keystone Prim@&Vashington, DC: U.S. Government Printing Office, May 25, 1995
p. 45. According to an internal assessment performed by CALIBRE, the 1995 National Security Strategy
document was only minimally coordinated with DoD during development of the strategies of engagement
and enlargement.

5 Prior to 1992, the CJCS produced the classiflational Military Strategy Documenivhich contained relatively
specific strategic objectives, assumptions, and priorities. The JCS no longer produces an equivalent doci
the unclassifiedNMSdoes not address specific strategic objectives, assumptions, and priorities. See Dou¢
Lovelace, Jr., and Thomas Durell YoutyS. Department of Defense Strategic Planning: The Missing Nexu
(Carlisle Barracks, PA: Strategic Studies Institute, U.S. Army War College, September 1, 1995), pp. 13-1.

6 U.S. Joint Chiefs of Staffioint Pub. 5-0p. II-2.
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Strategy Formulation in the Department of Defense Today
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Source: Joint Pub. 5-0: 11-6. * Programming phase activities in PPBS.

Figure 1 — The Joint Strategic Planning System

The planning phase that leads to the National Military Strdtegins with the
JCS Joint Strategy Review, which is used to gather information and raise strategic
issues! At the conclusion of the Joint Strategy Review process, the Chairman
provides his recommended strategic priorities and policies to the Secretary and the
President in the Chairman’s GuidanteFollowing review by the Secretary, the
President considers the Chairman’s recommendations and makes his strategy and
option decisions. The Under Secretary of Defense for Policy then incorporates those
decisions in th®efense Planning Guidancehich he develops in coordination with

7 The objective of this planning phase is to identify threats to U.S. national security interests, “develop the strategy
necessary to meet national objectives, and determine the forces required to carry out the strategy.” See U.S.
Department of the Air Force, Air Education and Training Command, Air Command and Staff College Associate
Programs, “The A-B-Cs of the PPBSeminar and Correspondence Lesson B¥ok,5, Lesson 20, Reading 1
(B Block, Lessons 18-22, Academic Year 1995), (Maxwell AFB, AL: Air University, n.d.), pp. 20-22; and U.S.
Department of the Air Force, Air Education and Training Command, Air Command and Staff College Associate
Programs, “Jointness in the PPBSgminar and Correspondence Lesson B¥0ok,5, Lesson 20, Reading 6 (B
Block, Lessons 18-22, Academic Year 1995), (Maxwell AFB, AL: Air University, n.d.), pp. 20-65. The Joint
Strategy Review includes developing forecasts of the national security environment for the Future Years Defense
Plan’s planning period, as well as strategic options, assessments, and evaluations of risk for consideration by the
Secretary and the President.

8 U.S. Department of the Air Force, Air Education and Training Command, Air Command and Staff College
Associate Programs, “Jointness in the PPBS,” pp. 20-65.
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the Chairman, the combatant commanders, the services, and the Defense Planning

and Resources Board. TheDefense Planning Guidandg the principal planning

document of the planning, programming, and budgeting system and is the Secre
authoritative statement that directs defense policy, provides military strategy, est
lishes force and resource planning guidance, and provides fiscal guidance to the
services for developing their respective Program Objective Memoranda (POMs).

As it currently operates, the department’s strategic approach concentrates prima(
rily on the programming phase of the planning, programming and budgeting syste
with little apparent attention to addressing fundamental questions about the departme
future environment, role and directidh.Critiques of this aspect of the planning, pro-

gramming and budgeting system are well kno\wrOn the other hand, as much of th
current professional literature uses the tetrategic planningand as many of today’s
leading private sector firms and government organizations practice it, the concept r
to much more than just the length of the planning horizon. Rather, as the followin
chapter describes more fully, a strategic approach involves examining such funda
tal issues as what business the organization is in or should be in, what it should I¢
like in the future in order to survive and prosper in its expected environment, and
how it should get from where it is today to where it believes it needs to be in the
future. In more familiar, departmental terminology, a strategic approach involves
“thoughtful debate on issues that affect roles, missions, and functions, and, more
importantly, defense priorities®

It is important to note that, as even this brief treatment of the Joint Strategic
Planning System and the planning, programming and budgeting system demonst
these systems already contain the flexibility and much of the infrastructure neces

9 The Defense Planning and Resources Board serves as a corporate review body for the PPBS process ar
manages the process for the Secretary. See U.S. Department of the Air Force, Air Education and Trainin
Command, Air Command and Staff College Associate Programs, “The A-B-Cs of the PPBS,” pp. 20-21.

10 Hence, théDPG s also the link between the planning and programming phases of the PPBS. The prograr

ming phase then focuses on developing the services’ Program Objective Memoranda and integrating ther

“into a coherent defense program to support the [war-fighting] requirements of the combatant commandel

U.S. Joint Chiefs of Staffloint Pub. 5-0p. 11-2.

Within the department as well as outside it, both pundits and serious, experienced observers often say th

“the first P [namely, planning] in PPBS is silent.” See, for example, Carl H. Builder and James A. Dewar,

“A Time for Planning? If Not Now, When®Parameters: US Army War College Quartekfgl. XXIV,

No. 2 (Summer 1994), p. 4. Builder and Dewar observe, “As they do about the weather, perhaps, everyoi

complains about planning, but no one does anything about it. There is nothing new about lamenting eithe

quantity or quality of planning in American military institutions.” They advance the hypothesis that “planni
was neglected because the stasis of the Cold War resolved most of the uncertainties that are properly the

occupation of planning; and since planning was thus made relatively easy, planners confused planning w

programming and making plans” (p. 5).

Until the recent development of the Chairmalgit Vision 2010long-range planning for the period beyond

the Future Years Defense Plan’s six-year horizon occurred primarily in the contextohtiikange Vision

Paper, which was published “as needed” by the Joint Staff’s Director for Strategic Plans and Policy (J-5) &

“examines plausible future environments 14 years beyond the Future Years Defense Plan (FYDP) period.

U.S. Department of Defense, National Defense University, Armed Forces Staff CAlSE,Pub. 1, The Joint

Staff Officer's Guide 199@orfolk, VA: AFSC, 1993), pp. 5-7. To a certain extent, these critiques merely rep

sent different perspectives about how many years into the future a truly “strategic” plan or vision must loo

If six years aren't enough, are ten? Fifteen? Thirty? The text addresses the more substantive difference

Commission on Roles and Missions of the Armed Servidasctions for DefenseReport of the Commission

on Roles and Missions of the Armed Forces to the Secretary of Defense (Washington, DC: U.S. Governr

Printing Office, May 24, 1995), pp. 4-5.
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Strategy Formulation in the Department of Defense Today

One of the
objectives of

this report is to
demonstrate

the role that
human resource
management

can play in the
strategic planning
process . . .

to incorporate such a strategic approach to long-range planning — for example, within
the Joint Strategic Review. In addition, the Joint Chiefs of Staff and each of the armed
services are either currently engaged in or have recently completed extensive studies
of the future military environment and their visions of their roles in that environment.
Such innovative thinking is a prerequisite for and an integral part of the thoughtful
debate that the report of the Commission on Roles and Missions envisioned and that
characterizes many of today’s most innovative, successful corporations and govern-
ment agencies.

To be most effective, strategic planning should define “specific strategic objec-
tives, identify fiscal and other constraints, offer strategy for security objectives, and
play a key role in determining force capability requirementsOne of the objectives
of this report is to demonstrate the role that human resource management can play in
the strategic planning process, and in resolving the types of fundamental issues raised
as part of that process. The research upon which this report is based leads to the con-
clusion that the Department of Defense could use human resource management policies
and practices as a strategic lever to better accomplish its mission, vision, and corpo-
rate goals. This report recommends a formal structure and process, specifically to
address major human resource decisions, that will institutionalize strategic human
resource management in the department. This would place the department solidly
among those world-class organizations that are recognized as being on the leading
edge of modern strategic management, in general, and strategic human resource
management, in particular.

The following chapter describes strategic management and strategic human
resource management and how they might apply to the uniformed services.

1 Lovelace and Young, p. 4.






CHAPTER 2
A STRATEGIC PERSPECTIVE

. . . a strategic
approach required
linking the design

of the policies

and practices
of the human
resource manage-
ment system to
the outcomes
sought by the
organization
and, thus, to
the strategy

for achieving
those outcomes.

The military posture for the next 20 years is conceptualized implicitly in
terms of the problems adday, rather than in terms of deeper forces tha
reflect both the changing character of war and the military transformation
taking place in the world. Immediate U.S. problems are characterized by
deep military budget cuts, regional contingencies, ‘messy operations’
(such as Yugoslavia), and a substantial military capacity inherited as 4
legacy from the Cold War. All of these are worthy of attention. But, if
anything is certain, it is that in 20 years the current budget crisis, the
regional strategy and even Yugoslavia will be forgotten as new problems
of national security and international order appear.

—Paul Brackert

President Clinton chartered th& ®@uadrennial Review of Military Compensation

to develop a compensation system for th& @tury that fulfills the needs of an all-
volunteer, quality force. In carrying out this charter, it was directed to take a strategic
approach. This required expanding the charter beyond consideration of compensation
alone, to include all the elements of the human resource management system. In addi-
tion, and more important to the case at hand, a strategic approach required linking the
design of the policies and practices of the human resource management system to the
outcomes sought by the organization and, thus, to the strategy for achieving those out-
comes. This chapter and the next present an in-depth discussion of how that link can
be achieved. Together, these chapters develop an approach to managing the activities
of an entire organization based on strategy, with a specific focus on human resource
management. This chapter defines a strategic approach, in general, and a strategic
approach to human resource management, in particular; it also describes the context
required to support this type of approach. The next chapter describes the framework
that would permit this approach to be carried out in the uniformed services.

The discussion is significantly influenced by the emerging thoughts of leading
organizations in the private sector; even though differences exist between private
and other public organizations and the uniformed services, the discussion is widely
applicable to the uniformed services.

! “The Military After Next,” Washington QuarteriMol. 16, Iss. 4 (Autumn 1993), p. 157.
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A General Strategic Approach

A general strategic approach forms the context for a discussion focused specifica

on human resource management. This section describes a strategic approach, in

general, and suggests how the uniformed services might benefit from this perspe

Private sector enterprises manage their businesses in many different ways. T
choice of an approach to management is driven by the desire, first, to survive ang
then, to prosper. Both desires are increasingly more difficult to achieve in today’s
environment of unrelenting competition and growing demands of customers and
stakeholders for customization and higher quality, increased return on investment
and social responsibility. Both private and public sector organizations respond to
these changing demands by examining the organization’s reason for existing, est
lishing a common direction based on an ideal image of what the organization war
to look like in the future and ultimately creating fundamental changes in the way
the organization operates.

“Taking a strategic approach” means relating everything an organization does
to its strategy. An organization taking such an approach uses its chosen strategy
lens to examine how each of its operating units or functions contributes to achiev
the specific strategic outcomes required for the organization’s success (in whatev
way that is measured) and as a guide for decisions that determine what the orgar
tion does during daily operations.

Definitions and Perspectives

What is meant by a “strategy,” in general, and a “strategic approach,” in particular?
subsection defines these terms to establish a common basis for further discussio

Strategy

itary Compensation

y

ctive.
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organization
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Strategy is theaison d’étrefor, and consequently, at the core of, a strategic approach.

Strategy addresses chandgecause change is continuous, the formulation and
maintenance of strategy are effective only as a prafesmtinually evaluating
performance against and progress toward a vision — and a set of goals and objec
tives — that itself evolves with the changing environment.

Strategy is broadly defined Aswan organization intends to get to its desired
destination. In this sense, strategy can be thought of as a pattern of decisions an
policies that guide an organization.

Builder has suggested the following definition of strategy in the context of a
strategic planning process for the military: “Within the strategic planning process

Strategy
addresses
change.

d

a strategy is a concept for relating choices in the kind of future military capabilitie

Uy



A Strategic Perspective

. . . every organi-
zation has a
strategy, whether
articulated or
not, that reflects
the major
decisions and
commitments of
senior leaders
on how to
position the
organization in
its environment.

(means) to decisions about purposes (ends) for which those military capabilities
should be acquired?

Several other definitions offer insight into the general concept of strategy. Porter,
in discussing competitive strategy in the private sector context, explicitly takes into
account thelynamicnature of strategy. To him, the “essence of formulating competi-
tive strategy iselating [an organization] to its environmefitbbased on the industry’s
long-term profitability and the organization’s relative competitive position within the
industry.® In addition, both industry attractiveness and the organization’s competitive
position are subject to change over time. Furthermore, “[clompetitive strategy . . . not
only responds to the environment but also attempts to shape that environment in [the
organization’s] favor.*

Although this perspective was developed in the private sector context, it takes
little imagination to translate it into terminology more meaningful to the uniformed
services. To wit, the essence of formulating a competitive defense strategy is relat-
ing the department and its components to its environment based on the value of the
military and its relative capabilities to address the perceived and real threats. The
defense strategy changes in response to these threats and attempts to shape the
environment to its advantage.

Strategy has been defined as “the pattern or plan that integrates an organization’s
major goals, policies, and action sequence into a cohesive whdleg literature
generally agrees that every organization has a strategy, whether articulated or not, that
reflects the major decisions and commitments of senior leaders on how to position the
organization in its environment. “By considering strategy as the pattern of decisions
of the firm, we recognize that strategy is an unavoidable construct — it just emerges
from what the firm does® Thus, where a strategy is not formally articulated, it
often can be inferred from decisions about resource allocation or from the major
actions of the organization.

2 Carl H. Builder,The Army in the Strategic Planning Process: Who Shall Bell the G&&ND Report
# R-3513-A) (Santa Monica, CA: RAND, 1987), p. 7. According to Builder, strategic planning in the
military should address the following fundamental questions.
* What are the military (as opposed to political) objectives of our forces if they are forced to fight?
* What forces are required to fulfill those expectations?
» What risk is the national leadership willing to accept as to the adequacy of those forces or to other
consequences attending their use?
3 Michael E. PorterCompetitive StrategfNew York, NY: Free Press, 1980), p. 3 (emphasis added). The
same is true of Andrews’ model. Kenneth R. Andreltge Concept of Corporate Strate(Burr Ridge, IL:
Irwin Professional Publishing, 1980), pp. 18-19. While Porter’s discussion explicitly recognizes that the
“relevant environment” encompasses a broad spectrum of forces, he believes the structure of the specific
industry or industries the firm operates in is the key aspect of that environment, because the industry’s struc-
ture strongly influences “the competitive rules of the game as well as the strategies potentially available to
the firm. Forces outside the industry are significant primarily in a relative sense; since outside forces usually
affect all firms in the industry, the key is found in the differing abilities of firms to deal with them.”
4 Michael E. PorterCompetitive Advantage: Creating and Sustaining Superior Perforn{aiese York, NY:
Free Press, 1985), p. 2. If the firm chooses an inappropriate strategy, its position in the industry may erode.
5 James B. Quinn, Henry Mintzberg and Robert M. Jarfike,Strategy Process: Concepts, Contexts,
and CasegEnglewood Cliffs, NJ: Prentice Hall, 1988), p. 3.
8 Arnoldo Hax and Nicolas S. Mujlufhe Strategy Concept and Process: A Pragmatic Apprazéed.
(Upper Saddle River, NJ: Prentice Hall, 1996), p. 7.
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A useful perspective on strategy focuses on corporate, subunit, and functional r
Thecorporate strategydeals primarily with the definition of the overall mission of

itary Compensation

oles.

the organization, the validation of requirements emerging from subunits and functions,

the identification and exploitation of linkages between distinct but related subunits,

and the allocation of resources with a sense of strategic prioritysublomit strat-

egyincludes all activities necessary to enhance the ability of each subunit to accam-

plish its mission. Theunctional strategy develops functional competencies in finance,

administrative infrastructure, human resources, technology, procurement, logistic

-
P

manufacturing, distribution, marketing, sales and services needed to achieve corporate
and subunit strategie$.This perspective is used as the basis for a strategic approach

to human resource management.

From these definitions and perspectives (and others summarized in Appendix
is apparent that strategy is not a precise construct — it can be identified more easily
its purpose, from seeing whatdives,or from what its impact on the organization is.
Strategy is that which describleewan organization intends to achieve its aims.

Strategic Approach

A strategic approach to manageméntefined as “a disciplined effort to produce
fundamental management decisions and actions that shape and guide what an
organization is, what it does, and why it does?®it.”

A strategic approach to management has two essential components:

» The first component establishes common direction in the organization and
produces fundamental decisions. This involves developing a long-term visi
to clearly articulate the direction and desired end-state of the organization.
The result of strategic planning is an integrated set of corporate, subunit
and functional strategies to achieve desired organizational outcomes.

» The second component delineates and implements the actions needed for
organization to achieve the strategies.

Characteristics of the Strategic Approach

Organizations that choose a strategic approach to management generally manife
following distinguishing characteristic¥:

7 Hax and Majluf, p. 14.
8 John M. BrysonsStrategic Planning for Public and Nonprofit Organizatidi@an Francisco, CA: Jossey-Bass
Publishers, 1988), p. 20.

), it
from

Strategy is

that which
describes how
an organization
intends to achieve
DNijts aims.

the

st the

¢ The distinction within the Department of Defense is not as well defined as in the private sector. This does not
preclude transferring the concept, although the translation may, necessarily, be a little ambiguous. For example,
the corporate level might refer to the Office of the Secretary of Defense and the strategic subunits would be the

individual services. On the other hand, the Office of the Secretary of Defedtfee services might be
considered the corporate entity and the strategic subunits would be major commands or other similar large

organizational entities or communities that operate with some degree of independence. The report tends to refer
to these levels in the latter context; however, the strategic approach described applies equally well to either
context (as well as others). Of course, the functional level translates more easily, and for the case at hand, the

discussion focuses on the function of human resource management.
10 Hax and Majluf, p. 32, and Porter (1980), p. xviii.
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A Strategic Perspective

Because strategic
human resource
management
focuses on the
design of a
human resource
management
system, it is

an essential
prerequisite to
developing the
capabilities of
people within an
organization.

Strategic

human resource
management is
not so much a
new concept as it
is the next evolu-
tionary step in the
development of

a philosophy for
employing people
to improve
organizational
performance.

» They mobilize all key managers to pursue agreed-upon and shared objectives.

» They achieve a balance between centralization and decentralization that fosters
independence of each subunit by allowing individual subunit strategies tailored
to the environment in which they operate, but linking them when it makes
strategic sense to do so through corporate strategy.

» They encourage key members of the organization to focus on the strategic
direction of the subunits.

» They develop managerial competencies of key members of the organization
by increasing their understanding of corporate and subunit objectives and
illustrating the way in which those objectives can become reality.

» They increase involvement of and motivate key decision makers and organi-
zational members as the organization pursues important missions and deals
with fundamental questions it faces.

* They identify opportunities and threats from the environment that might
affect the organization’s ability to reach its objectives.

» They consider a range of possible futures and the implications of present
decisions in the context of that range.

Strategic Human Resource Management

The discussion on strategic management above is intended to set the stage for the
following discussion for strategltuman resource managemefthe underlying

theme linking these two sections is the need for a strategic approach, not just at the
corporate level, but at the subunit and functional level as well. Strategy (in its var-
ious and interrelated forms) ties these levels together and is the major contributor
to increased organizational performance.

Most importantly, according to Hax and Majluf, the motivating force or principle
of strategic human resource management is the view that people are a critical valuable
asset of an organization: “Without demeaning the value of other resources, there is an
increasing belief that people provide the most lasting and sustainable differentiating
capabilities.”™ Because strategic human resource management focuses on the design
of a human resource management system, it is an essential prerequisite to developing
the capabilities of people within an organization.

Definitions and Perspectives

Strategic human resource management is not so much a new concept as it is the next
evolutionary step in the development of a philosophy for employing people to improve
organizational performance.

Traditional human resource management consists of various practices commonly
grouped into such areas as rewards, selection, training and appraisal. Human resource

11 Hax and Majluf, p. 37.
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leaders have tended to treat these areas as separate functions, and the field of h

Lman

resource management evolved to mean the technical knowledge necessary to carry

out each of these four functions. Line managers perceived human resource man
ment as a provider of technical advice on the administration of personnel matters
with little knowledge of operations and with little ability to influence organizational
outcomes important to them as leaders of operating units (and the same can be s
for commanders in the uniformed services). A somewhat broader view of human

age-

aid

resource management helped position the function in more meaningful terms: “human

resource management as an umbrella term includes (a) specific human resource
tices such as recruitment, selection, and appraisal; (b) formal human resource pg
which direct and partially constrain the development of specific practices; and (c) o
arching human resources philosophies, which specify the values that inform an org
zation’s policies and practices? As progressive leaders began using a strategic

approach to management, they attempted to tie each of the separate human resg
management functions to strategy. These early attempts, however, failed to acco
for interactions or interrelationships among the functions.

Several authors have discussed the concept of strategic human resource
management?

» Schuler and Walker defined strategic human resource management as a s€
of processes and activities jointly shared by human resource and line man-
agers to solve people problems. They view human resource management
strategy as having a short-term focus on business needs.

Guest saw strategic human resource management as fully integrating
human resource management into the strategic planning process, across
policy areas and hierarchies, accepted and used by line managers as part
of their everyday work.

Schuler offered what might be the best definition of strategic human resour
management: “all those activities affecting the behavior of individuals in th¢
efforts to formulate and implement the strategic needs of the business.”

» Wright and McMabhan, in an article reviewing the above perspectives, defing
strategic human resource management as “the pattern of planned human res
deployments and activities intended to enable an organization to achieve its gg
Two dimensions from this definition are useful in distinguishing strategic hum
resource management from traditional human resource management. Firs

tically, strategic human resource management aligns policies and practices|to

strategy. Second, horizontally, strategic human resource management emphg

prac-

licies,

er- . . vertically,

anstrategic human
resource manage-

uroeent aligns

unpolicies and
practices to
strategy.

't

o
2ir

. .. horizontally,
g Strategic human

| _resource manage-
source .
ment emphasizes
als., L

the coordination
an

and congruence
L, Ver-

' _among the

. various human
sizes

—

the coordination and congruence among the various human resource man

ment policies and practices through a pattern of planned actions. The concept
of horizontal alignment recognizes that elements of the human resource man

resource manage-
ment policies and
practices . . .

agement system are related and can create synergy when properly designed.

12 Susan E. Jackson and Randall S. Schuler, “Understanding Human Resource Management in the Contex
Organizations and Their Environmentéyinual Review of Psychologyol. 46 (1995), p. 239.

13 For full references, see the review of the literature by Patrick M. Wright and Gary C. McMahan, “Theoretica
spectives for Strategic Human Resource Managemimirhal of Managementol. 18, No. 2 (June 1992), p. 29¢
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A Strategic Perspective

“Strategic human
resource manage-
ment” (focusing
on organizational
outcomes) has
the potential for
making dramatic
improvements in
organizational
performance.

Strategic human
resource man-
agement is a
disciplined effort
to produce
fundamental
human resource
management
decisions and
actions that shape
and guide what a
human resource
management
system is, what
it does, and why
it does it.

The evolution of human resource management has improved organizational
performance. This is shown conceptually in Figure 2. As described above, the shift
in perspective from “personnel administration” (record keeping) to “personnel man-
agement” (distinct staff functions) to “human resource management” (distinct func-
tions working together) increased the value of the human resource management
department to the organization. In large part because they focused on operations
internal to the human resource management department, each of these transforma-
tions reached a point where additional contributions to organizational performance
leveled out. “Strategic human resource management” (focusing on organizational
outcomes) has the potential for making dramatic improvements in organizational
performance. It is this potential this report focuses on.

Organizationa
Performance/
Effectiveness
A
Strategic
Human
Resource
Management
Human
Resource
Management
/— Personnel Management
/— Personnel Administration
» Time

1900's 1940's 1970's  1990's 2020's

Figure 2 — Evolution of Strategic Human Resource Management

The definition of a strategic approach to management discussed earlier can be
modified to describe a strategic approach to human resources managstrateyic
human resource management disciplined effort to produce fundamental human
resource management decisions and actions that shape and guide what a human
resource management system is, what it does, and why it does it.

Strategic human resource management has the same two essential components
as a strategic approach to management:

» The first component establishes a common direction for human resource
management in the organization and produces fundamental human resource
management decisions. It includes:

- The articulation of a human resource management vision.

- The delineation of a general system design for the human resource
management system.

13
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- The specification of human resource management strategy for aligning

the elements of the human resource management system to the corporate

and subunit strategies and with each other.

- The identification of desired behaviors and outcomes and the selection
of appropriate policies and practices to support them.

The result of strategic planning for human resource management is an inter

grated functional strategy for vertically and horizontally aligning policies
and practices of the human resource management system to achieve desir
organizational outcomes.

The second component implements the policies and practices required for
organization to realize the full potential of its human resources in support o
corporate and subunit strategies.

Characteristics of a Strategic Approach to Human
Resource Management

Organizations that choose a strategic approach to human resource management
generally manifest distinguishing characteristics that parallel those flowing from
a general strategic approaé¢h:

The following chapter develops such an approach to human resource managen

They design policies and practices to achieve the organization’s goals and
strategies, not to match the policies and practices of other organiz&tions.

They recognize the impact of the environment (both threats and opportuni-
ties). This avoids costly and disruptive surprises that can stand in the way
of achieving goals and/or can create costly emergerities.

They develop human resource knowledge that results in better human
resource management; this translates into higher employee productivity
and greater organizational success.

They provide a sense of direction and set priorities.

They establish essential inputs to the strategy formulation process for
the organization, particularly in people-intensive organizations.

The result

of strategic
planning for

o dhuman resour.ce
management is
an integrated
therunctional
strategy for
vertically and
horizontally
aligning policies
and practices . . .
to achieve desired
organizational
outcomes.

14 Hermine Zagat Levine, “Book Review @trategic Planning for Human Resources ManageneMACOM,
by Robert E. Sibson,Compensation and Benefits Revi&al. 26, Iss. 2 (March/April 1994), p. 79.

15 Vida Scarpello, “New Paradigm Approaches in Strategic Human Resource Managésneap'and
Organizational ManagemenYol. 19, No. 10927.01 (1994), p. 161.

16 | evine, p. 79.
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CHAPTER 3
HUMAN RESOURCE MANAGEMENT STRATEGY

. . . formulating
effective strategy
at various levels
of an organization
requires explicitly
relating these
strategies to
higher level
organizational
ends.

This chapter develops a strategic approach to human resource management.
The first section discusses “levels of strategy” and suggests where functional
strategies, in general, and human resource management strategy, in particular,
fit into the overall strategic milieu. The next section presents the empirical and
theoretical case for alignment. The chapter concludes with a description of an
integrated framework and an operational method for aligning human resource
management policies and practices with organizational outcomes; it then
applies it to the uniformed services.

Levels of Strategy

Large organizations are generally composed of subunits that operate with varying
degrees of independence. Ideally, strategy permeates organizations; therefore,
formulating effective strategy at variolevelsof an organization requires explic-

itly relating these strategies to higher level organizational ends. This is accom-
plished using two conceptsertical integrationrelates the strategies, goals and
objectives of each level of the organization to those of the levels dtanie;

zontal integratiorestablishes appropriate interrelationships that foster synergy
and resource and process sharing among subunits and/or functions at the same
level of the organization.

These concepts are relevant to the uniformed services. They help both to
explain the organizational structure observed and to describe roles for strategy
within the uniformed services. Although the term “strategy” has military origins,
the language of the strategic planning literature reflects its private sector focus —
for example, the terms “business unit” and “competitive advantage.” Fortunately,
the fact that equivalent language for the public sector does not exist has not pre-
vented public sector organizations from enthusiastically applying the concepts.

As an example, most literature assumes that achieving a competitive advantage
is the goal of any organization engaged in strategic planning. The sidebar entitled
“The Military and Competitive Advantage” addresses the relevance of “competitive
advantage” to the military.

15
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The Military and Competitive Advantage

“The price of failure for the military is not just profit loss for
stockholders or bankruptcy, but a loss of freedoin.”

Because the “customers” of the uniformed services are more diverse than a private company’s,
performance measurement is less well-defined and the motivation to perform comes from a
different source. Notwithstanding these differences, similarities in the goals of all organizatipns
make the concepts behind competitive advantage as relevant to the uniformed services as they|are
in the private sector. “Competitive advantage” is relevant to the uniformed services in, perhgps
two senses: warfightingsense and marketsense.

Competitive advantage in a warfighting sense repregdysicalcompetition for supremacy, or
for existence: in order to carry out their fundamental purpose, the armed forces must sustain a
competitive advantage in their warfighting ability. That is, they must acquire, develop, and usg
their resources, when required, better than any potential adversary. For the armed forces, “frgedom”
or “readiness” may be the measure that is analogous to “profit” in market competition as an |ndi-
cator of success. Speaking in a business context, Ulrich and Lake equate the “ability to mapage
people for competitive advantage” with “ability . . . to create organization-specific competendies
and thus enable the business to adapt to changing customer and strategic rlaetis.ar-
fighting context, then, developir@pmpetencies order tomeet strategic needgould be
analogous to the competitive advantage normally described in a market context.

But the uniformed services also compete for resources in the marketplace. Bryson observes that
“private and nonprofit organizations have begun to compete more forcefully with public orgapiza-
tions. Governments and public agencies often compete with one another (public hospitals fpr
patients; states and communities for industrial plants). Nonprofit organizations often compege
intensely among themselves for limited resourceshe uniformed services compete with the
public and private sectors for resources in several arenas:

* Forpeople. The uniformed services compete in the external labor market for high-quality,
skilled personnel by offering various enlistment and retention incentives and bonuses.

« Forfunctions. Calls for privatization and outsourcing challenge the uniformed services
to use resources efficiently.Another perspective is that, in an increasingly “joint” world,
the United States will want to retain control of “core” military capabilities during multi-
national operations. To ensure this, the U.S. military should be the “benchmarking”
standard of these core functions for the rest of the world.

« Forbudget. Trade-offs between defense and other government spending will exert
continuing pressure on defense budgets (via, for example, the balanced budget move-
ment® and concern over duplication of government services

How is military success measured in peacetime? Internal standards of excellence and extefnal
expectations resulting from public scrutiny provide the yardsticks. But a diverse set of “custpm-
ers” — ranging from the President and the Congress through special interest groups to indiviglual
Americans — generates a complex set of performance expectations. The results of such compglexity
include both ambiguity and constant pressure to withdraw resources from the uniformed seryices.

Because measures of peacetime military success — and, by the same token, of failure — are
unclear, market competition is probably less effective at generating productivity and performange
improvements in the uniformed services than it is in for-profit organizations. In the uniformegl
services, therefore, excellence necessarily relies relatively more on the commitment, values gnd
motivation of people. Regardless of smirceof motivation to excel, however, tlggal of the
uniformed services is the same as that of private sector organizatoms:what they do better
than anyone elseAnd this is the essence of competitive advantage.

16



Human Resource Management Strategy

Three distinct levels of strategy formulation occur within large, diverse organiza-
tions: corporate, subunitand functional. Corporate strategy is most pervasive and
informs the other two levels. Subunit strategy applies to parts of the organization that
are logical segmentations of organizational activities based on missions, services, pro-
ducts, customers, geography, etc. Functional strategy applies to the distinct require-
ments and capabilities that functions must fulfill for the organization to achieve subunit
and corporate strategies. In practice, functions are often fragmented or stovepiped,
so integration is difficult and functional strategy tends to be neglécfEide con-
sequences of not integrating these three levels of strategy are partly reflected in the
inability of many organizations to survive in an increasingly competitive environment.

Corporate strategyisually applies to the organization as a whole and “defines
the businesses in which a company will compete, preferably in a way that focuses
resources to convert distinctive competence into competitive advarttagecisions
at the corporate level involve tradeoffs for which the broadest perspective is necessary;
corporate strategy is a “decision that cannot be decentralized without the risk of com-
mitting suboptimization errors® Similarly, “corporate strategy deals primarily with
the shrewd management of the portfolio of businesses, which includes the proper
allocation of resources among them, the sharing of those resources across them, and
the use of the organizational resources and capabilities for the development of new
businesses™ Some large, complex organizations may choose to expand “corporate”
to include more than the top management level, or they may choose to specify more

! Honorable Joseph I. Lieberman, Member, Committee on Armed Services, U.S. Senate, “The U.S. Military
and a New Century: Challenges and Opportunities,” speech given at the Center for Strategic and Budgetary
Assessments Conference on Defense Innovations: Meeting the Challenges of a New Century,

Washington, DC, April 24, 1996.

David Ulrich and Dale LakeéQrganizational Capability: Competing from the Inside @uéw York, NY:

John Wiley & Sons, 1990), p. 40.

Bryson, p. 38.

For example, General Shalikashvili, Chairman of the Joint Chiefs of Staff, has suggested that “many jobs in

support units could be eliminated through a combination of privatization and consolidation;” and Secretary

of Defense William Perry that “[m]ajor opportunities exist for the department to operate more efficiently

and effectively by turning over to the private sector many non-core activities.” Both are quoted in Rick

Maze, “Weapons vs. Personnel: Tough Balangegly TimesMarch 18, 1996, p. 16.

The portion of the federal budget that is discretionary is projected to fall from 38.6 percent of federal gov-

ernment spending in 1993 to 28 percent in 2003. (Mandatory spending includes net interest, Social Security,

Medicaid, etc.) The Defense budget comprises much of the discretionary portion. Although recently, during

the Cold War, defense spending has averaged 7 percent of gross domestic product (GDP), it is falling toward

its historical peacetime norm of 1 percent of GDP over the previous 150 years (from 3.5 percent of GDP in

1996 to a projected 2.8 percent in 200$purce: Loren B. Thompson, “Defense Management Trends:

A Revolution in Organizational Behavior,” presentation to th@&MC, February 16, 1996 (Alexis de

Tocqueville Institution, Arlington, VA).

For instance, 1995 GAO testimony to the Congress identified six government agencies charged with defense-

related responsibilities in addition to the Department of Defense; and four non-defense functions shared by

the Department of Defense with other agenci@surce: U.S. General Accounting Offic§overnment

Restructuring: Identifying Potential Duplication in Federal Missions and Approaches, Testimony Before

the Committee on Governmental Affairs, United States SEBA®/T-AIMD-95-161) (Washington, DC:

U.S. General Accounting Officdune 7, 1995)

7 The usual term employed in the literature is “strategic business unit.” To make the discussion more generally
applicable, particularly to the uniformed services, this report uses the term “subunit” in most places to mean
“business unit” or “strategic business unit.”

8 Hax and Majluf, p. 323.

9 Kenneth R. Andrews, pp. 18-19.

10 Hax and Majluf, p. 24.

11 Hax and Majluf, p. 216.
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than one “corporate” level, if it makes sense in the context of their competitive en
ronment. For example, they might choose to combine the headquarters of smallg
components of the organization — subunits — with the traditional corporate level, o
they might choose to designate the headquarters of large subunits as other “corp
entities for the sake of strategy formulation. “This could be a sector, a group, a
division, or any aggregation of business units requiring an integrative strategic an
sis.”*?2 The case of a conglomerate can be used to illustrate this point. In a congl
erate (that has, by definition, a diversified portfolio), the “large” corporate strategy|
could be that of portfolio management whereas the “smaller” corporate strategies
could be those of each diversified business. In this case, the businesses are too
diverse to fit into one overall operational strategy.

The overall strategy of the Department of Defense is analogous dorhe-

ate strategy, defining the “businesses” the department is involved in and allocating
resources among subunits. However, because the Department of Defense is so

and diverse (perhaps analogous, in some ways, to the conglomerate described a
it may make sense to conduct the analysis for corporate strategy with the perspe
that there is more than one “corporate” level, for example, the Department of Def¢
as the large corporate entity with the services as the smaller corporate entities, o
might even make sense to combine the services with the Department of Defense
a corporate entity.

Subunit strateggpplies to a part of the organization — referred to in the private
sector as a strategic business unit. Hax and Majluf offer the following definition o
a strategic business unit: “an operating unit or a planning focus that groups a dis
tive set of products or services sold to a uniform set of customers, while facing a
defined set of competitorst® In their view, a subunit does not have to be a well-
defined organizational entity; its emphasis on services or products, customers, ar
competitors implies that the subunit may be defined by its role in coordinating act
ties among these three elements. In fact, they argue subunits ought to be though
of as “coherent categories that will allow the most effective management of the
[organization’s] resources™ The idea of coordination appears also to be behind
Bryson’s definition of the strategic business unit’s counterpart in public sector org
izations, the “strategic public planning unit.” The strategic public planning unit is
“an agency or department that addresses issues fundamentally similar to one anc
(such as related health issues, related transportation issues, or related education
issues).” In the case of the Department of Defense, these subunits may be anal
gous to, services, major commands, functions, “communities” (such as, medical
or acquisition), or the separate defense agencies, etc.

Lastly, functional strategydeals with developing the necessary functional
competencies in finance, administrative infrastructure, human resources, technol

itary Compensation

r
r
orate”

aly-
om-

. . . because the
ardeepartment of
po\efense is so large
ctivend diverse . . . it
bngeay make sense
ritto conduct the
asanalysis for

corporate strategy

with the perspec-
f tive that there
. _Is more than
t nC- (13 7
ﬁne corporate
well-
evel . ..

d
Vi-
t

PaY,

procurement, logistics, manufacturing, distribution, marketing, sales and services

2 Hax and Majluf, p. 191.
13 Hax and Majluf, p. 43.
14 Hax and Majluf, p. 46.
15 Bryson, p. 164.
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needed to sustain competitive advantaéfelt flows from the corporate and subunit
strategies and ensures that the capabilities to develop the firm’s unique competencies

reside in each of these functioisThis level of strategy, as it applies to the human
resource management function, is the focus of this report.

Cascading Strategies Within the Uniformed Services

These levels of strategy (corporate, subunit, and functional) are useful in establishing
the context of the human resource management function in the uniformed services
Figure 3 highlights the “cascading” nature of the relationships among the levels of
strategy. The external environment (forces outside the department) is the primary
driver affecting the department’s (corporate) purpose and mission; it also indirectly
affects the purpose and mission of subunits and functions, including the human

resource management function. The dotted lines suggest the direction of influence
among the elements at different levels of the strategic prdéess.

External Environment

Department e
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»Goals and Objectives.» > EStrategy Purpose ¢ ,
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Mission *. e
N e
----- > Vision “vjTT7T
------- > Goals and Objectives----»*->. Strategy

.. Goals and Objectives

Figure 3 — Cascading Strategies

16 Hax and Majluf, p. 7.
17 Hax and Majluf, p. 24.

18 This framework assumes that forces outside the organization (at all levels) are a primary driver in determining
purpose and mission. In other words, those in charge of the organization can not easily change the purpose or
mission. However, it assumes that leaders’ values, mental images and leadership style, together with the assets

the organization owns, controls, or has access to, are primary drivers in determining the organization’s vision,
strategy, goals and objectives, in the context of the influence of the external environment.
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The department-level strategy most directly affects the purpose and mission qf

subunits. Through the more specific measures of goals and objectives, department-
level strategy informs and shapes subunit strategy; and indirectly, it affects the pur- Functions,
pose and mission of functions. Similarly, subunit strategy, through goals and objec-and therefore
tives, informs and shapes functional strategy. Functions, and therefore their strategitésir strategies,
exist to deliver specific capabilities required to achieve subunit and corporate missiogsst to deliver
and strategies. Passing information among these levels achieves vertical and hotizepecific capabili-
tal integration within the department. ties required to

achieve subunit

and corporate

missions and
" strategies.

The Department of Defense is structured in levels that fit this paradigm. Admiral

Miller, former Commander-in-Chief of United States Atlantic Command, saw “many
parallels between [his] position and the responsibilities of a major corporate EEO|”
He advocates a department strategy that focuses on “the core competencies of thel armed
forces,” that are “the functional strengths and expertise of the various components and
agencies,” and that “form the center of our deterrence and warfighting aBilityé
also observes that a unified commander’s activities are guided (from the corporat
level) by the National Military Strategy and the Defense Planning Guidance.

Appendix Il illustrates how a chain of reasoning that begins with “purpose” and
“mission” and flows through “vision” and “strategy” to “goals” and “objectives” might
apply in the Department of Defense at the corporate, subunit, and functional levels

[12)

Integrating Strategies

Vertical and horizontal integration are necessary considerations in developing strateygrtical

Vertical integrationimplies that each level of the organization (subunits and ;;teﬂgjt’tzgt

functions) aligns its strategy and policies so that they are congruent with the strat
. . e . each level of the
and policies of the levels above and below it in the organizatidks seen in the o
. 1 . . L, arganization . . .
cascade” diagram above, this process starts at the top with corporate strategy. There-"
: : : .| . aligns its strategy
fore, one of the first and most important tasks of corporate-level strategic planning is o
: ) . . . ; . I and policies so
to define the subunit$? As subunits and functions devise or change their strategies, that thev are
they should ensure that their strategies are consistent with the corporate strategy|as y

well as those of the other levels of the organization. congruent W'th
the strategies

Horizontal integratiormeans that each unit in the organization aligns its strategy and policies of
and policies so that they mesh with those of other units at the same level, to the ext@md [evels above
required to achieve overall organizational ends. It describes the lateral communic¢a-and below it in
tion flows across subunits of an organization. To the extent an organization’s stra1te—the organization.
gies are horizontally integrated, it can exploit “synergies across [subunits] . . . to

©
Q

7

19 Paul D. Miller,Both Swords and Plowshardastitute for Foreign Policy Analysis National Security Paper # 10
(Hollis, NH: Puritan Press, Inc., 1992), p. 14.

20 Miller, pp. 2-3.

21 This definition is different from one that is popular in the private sector. Themial integrationsometimes
describes the ownership and control over the organization’s chain of activities from acquisition of inputs,
research and development to production, and distribution of goods and services. This second definition could
become more relevant to the department as privatization and outsourcing expands.

22 Hax and Majluf, p. 24.
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Horizontal
integration means
that each unit in
the organization
aligns its strategy
and policies so
that they mesh
with those of
other units at the
same level, to the
extent required to
achieve overall
organizational
ends.

add value beyond the simple sum of independent . . . contributtériddrizontal
integration provides not only economies of scale, but also subunit activities that mutu-
ally support and contribute to overall organizational goals. Appendix Ill contains a
more detailed discussion of horizontal integration in the uniformed services.

Table 1 illustrates a notional structure of strategic levels within the department.
Because some “functions” in the Department of Defense are also “commands,” and
because of the size and diversity of the existing organizational structure, other cate-
gorizations are possible. For example, the Air Force’s Air Education and Training
Command (AETC) and Air Force Personnel Command (AFPC) both perform human
resource management functions. Similar examples exist in each of the services in
human resource management and in other functions. Within this organizational
structure, the existence of counterparts to service functions in the Office of the
Secretary of Defense and the Office of the Chairman of the Joint Chiefs of Staff
facilitates vertical and horizontal integration throughout the department.

Table 1 — Notional Strategic Levels in the Department of Defense

LEVEL OF STRATEGY DoD ELEMENT

Office of the Secretary of Defense/
Joint Chiefs of Staff

Corporate

Services
(Army, Navy, Marine Corps, Air Force)

Corporate (2™)

Subunit Commands or Communities
(Air Combat Command, Training and Doctrine
Command, Fleets, Acquisition, R&D, Medical, etc.)
Function Finance, Human Resources, Information, Logistics, etc.

It is instructive to consider how existing strategic levels within the Department of
Defense play out in human resource management policies and practices. One way of
looking at the issue is to consider the delegation of decision-making authority in the
human resource management function at different levels within the department. As
Table 2 suggests, at the corporate or department level today, various constraints and
guidelines are set by policy and law. Within those guidelines, the services exercise
virtually all latitude the law allows; and considerable latitude flows down to the
lower levels. A strategic perspective must raise and address the appropriate degrees
of flexibility allowed at each level. The focus should be on whether lower-level
commanders have the human resource management tools they need to do their
jobs effectively.

% Hax and Majluf, p. 225.
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Table 2 — Current Human Resource Management Decision-making Authority in
the Department of Defense

GUIDANCEBY
ORGANIZATIONAL LEVEL

ORGANIZATIONAL LEVEL
DEecISION AUTHORITY

DecisioN AUTHORITY BY HUMAN
Resource MANAGEMENT COMPONENT

Organizational (force) structure Department Sets overall policies and
Promotion guidelines/limits guidelines — the “bounds”
Compensation elements and levels of the system — (with the
Benefits structure/levels/rules aid of Congress)

Service structure and organization Services Sets policies and guidelines

Staffing
Appraisal guidelines/designs
Training and development

Unit structure
Assignments (local)

Job design

Training and development

Major Commands

The Case for Alignment

The strategies of different levels and functions of the organization should support
one another and the desired overall organizational outcomes; that is, they should
integrated. Whereas integration focuses on strategies, a similar concept — alignn
focuses on the interrelationship of human resource management policies and pra
at various levels of the organization. Although relatively few empirical studies hay
investigated the effect of alignmepgr se,on organizational performance, the studie
consistently suggest that companies ttadlign their human resource management
policies and practices perform better as a result. In addition, the overwhelming

consensus of the literature is that alignment of human resource management pol
and practices can generate a “sustained competitive advantage” that can lead, in
private and public sectors, to success in an increasingly competitive environment

By contrast, a substantial empirical base supports the strategic approach to h
resource management. The work of Gomez-Mejia and Balkin provides the broad
base of evidence that firms with different corporate and business unit strategies h
different patterns of compensation. Although Gomez-Mejia and Balkin focus on t
compensatiostrategies (algorithmic and experiential), the generalization can be n
that different strategies require different compensation systems to be fully effectiv|
Other literature supports a broader strategic approach to human resource manag
systems, in general — aligning human resource management policies and practice
with organizational strategies.

Overall Framework

Gomez-Mejia and Balkin developed theory-based taxonomies of compensation
strategies, corporate strategies and business unit strategies. They first identified

En‘fé

be
ent.— alignment of
ctiheman resource
e management
S policies and
practices can
generate a
cigsustained
theompetitive
advantage” that
n lead . . .
S{o success in
YU mcre.a.smgly
Nocompetmve
\a§@vironment.

e.
ement
S

dimensions of strategy that relate to the compensation, corporate or business lev
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they then described various strategies in terms of those dimensions. As a result of this
groundwork, they were able to demonstrate that the three categories of strategy were
linked empirically. Finally, they described the results of five recent studies designed

to test the critical hypothesis that compensation strategy contributes to organizational
performance. Throughout, it is possible to translate the private sector vocabulary and
context of Gomez-Mejia and Balkin’s analysis into terms relevant to the uniformed
services and to the approach employed in this report.

Gomez-Mejia and Balkin found, based on a study of 243 firms, that they could
classify compensation strategies as falling into either of two categories (or some com-
bination of them): “algorithmic” or “experiential®* They based this determination
on the patterns of “strategic choices” that are implicit in any compensation system.
For example, pay may be based onjttes that employees perform or on tidlls
they possess or use in their woplerformancenay be stressed senioritymay be
more important; pay may be relativéiyed or variable the distribution omonetary
versusnonmonetaryewards may vary; the system mayceatralizedor decentral-
ized etc. These sets of alternative choices are some of the seventeen dimensions of
compensation that Gomez-Mejia and Balkin found most frequently used in the
literature.?®

Algorithmic pay patterns tend to be standardized, rule-based, relatively inflexible,
and enable pay decisions to be made with “minimal attention to mitigating circum-
stances, exceptions to the rule, and external contingency faétoExperientialpay
patterns have the opposite orientation; they are flexible, adaptive and “can be molded
to respond to changing circumstances, factors mediating their effectiveness, sudden
environmental shifts, and idiosyncratic situatiort$.Table 3 indicates differences
in the characteristics and/or emphases of these strat&gies:

Table 3 — Compensation Strategies — Gomez-Mejia and Balkin Taxonomy

ALGORITHMIC EXPERIENTIAL
seniority skill/personal attributes
internal equity demonstrated performance
monitoring behaviors multi-source performance assessment
minimal variable compensation risk-sharing
high job security deemphasis of hierarchical structure
bureaucratic policies decentralized pay system
internal labor markets flexible policies

2 Luis R. Gomez-Mejia and David B. Balki@ompensation, Organizational Strategy, and Firm Performance
(Cincinnati, OH: South-Western Publishing Co., 1992), p. 61.

2 Gomez-Mejia and Balkin, p. 36.

26 Gomez-Mejia and Balkin, p. 65.

27 Gomez-Mejia and Balkin, p. 66.

28 Gomez-Mejia and Balkin, pp. 35-38.
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Gomez-Mejia and Balkin used a factor analytic technique to calculate the extent
to which the compensation system of each firm is more or less algorithmic or experi-

ential relative to other firms in the survéy.Then they demonstrated that the firms’

compensation strategies correlate with different corporate and business unit strategies.

The implication is that firmso tend to tailor their compensation systems to their
organizational strategies.

Corporate Strategy Taxonomy

The main strategic concern at the corporate level is to answer the question, “Wha
businesses should we be in?” As a result, the taxonomies of corporate strategies
tend to address decisions about acquisition, divestment, diversification and flow g

funds.®* The most important dimensions for compensation strategy, Gomez-Mejia

The implication is
that firms do tend
to tailor their
compensation
t systems to their
organizational
 strategies.

and Balkin contend, are those dealing with diversification issues, such as how diverse

the customers and/or products are (“heterogeneity of customers” and “product/se
similarity”); how autonomous the business units are (“unit-interdependence”); hov
fast the corporation is growing (“diversification rate”); and whether growth is interr
or via acquisitions (“diversification mode™. Gomez-Mejia and Balkin used these
five dimensions to describe corporate strategy according to a threefold typology:
(1) extent of diversificationbased on the percent of revenue derived from various
products; (2process of diversificatiomealing with internal- or external-oriented
growth [for example, an acquisition in a new maijesblutionary)versus deeper
penetration within a current markstdady-statg; and (3)patterns of linkage
describing how businesses within the corporation relate to one another. Table 4
relates this typology to the five dimensions of corporate strategy.

Table 4 — Corporate Strategies — Gomez-Mejia and Balkin Taxonomy

EXTENT OF ProcEss oF
DIVERSIFICATION DIVERSIFICATION
SINGLE- DoMINANT- RELATED- UNRELATED- EvoLu- STEADY
DIMENSIONS PRODUCT PRODUCT PRODUCT  PRODUCT TIONARY STATE
Heterogeneity Minimal Low Medium High Very High Low

of Customers

Product/Service High Medium Low Minimal Minimal High
Similarity

Unit — High Medium Low Minimal High
Interdependence

Diversification — Internal Mixed  Acquisitive Acquisitive Internal
Mode

Diversification — Slow Medium Fast Very Fast  Slow
Rate

rvice

al

(continued)

2 Gomez-Mejia and Balkin, p. 67-68.
30 Gomez-Mejia and Balkin, p. 70.
31 Gomez-Mejia and Balkin, p. 71.
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. .. the human
resource manage-
ment systems

of successful
companies tend to
differ consistently
among firms,
depending on the
type of strategy
the firm employs.

Table 4 — Corporate Strategies — Gomez-Mejia and Balkin Taxonomy
(continued)

PATTERNS OF LINKAGE
DIMENSIONS VERTICAL CONSTRAINED  LINKED MULTIBUSINESS CONGLOMERATE
Heterogeneity Minimal Low Medium High Very High
of Customers
Product/Service  Very High High Medium Low Minimal
Similarity
Unit High High Medium Low Minimal
Interdependence
Diversification Internal Internal Mixed Mixed Acquisitive
Mode
Diversification — Slow Medium Medium Fast
Rate

Business Unit Strategy Taxonomy

At the business unit level, 20 dimensions of strategy are based on the environment:
production processes, market, managerial attributes, organizational structures and
culture.®* Gomez-Mejia and Balkin described well-known typologies of Miles and
Snow and of Gerstein and Reisman, and the “organizational life cycle” in terms of
these dimensions. Miles and Snow found they could classify all firms as either
defendergwhose strategy is to maintain market share in a relatively stable product
area) prospectorgwhose strategy is to find and exploit new product and market
opportunities) oanalyzergwhose strategy is to maintain market share but follow

or imitate successful innovations of prospectdis)[A] few fundamental business
strategies . . . appear to be present, to a greater or lesser extent, in every idtlustry.”
Miles and Snow concluded that the human resource management systems of suc-
cessful companies tend to differ consistently among firms, depending on the type
of strategy the firm employ$’ Their analysis has been amply supported by sub-
sequent analyses. For example, researchers have found that “the reward systems
of prospectors are significantly different from those of defend&rarid that

“defenders . . . are less concerned about developing current employees. Therefore,

performance appraisal is used more for developmental purposes than for evaluation. . . .

In contrast, prospectors are growing and so are more concerned about recruiting
and using performance appraisal results for evaluation rather than for longer-term
development.®’

32 Gomez-Mejia and Balkin, p. 76.

% Raymond E. Miles and Charles C. Sné@gsigning Strategic Human Resources Syste@sganizational
Dynamics Vol. 13, No. 1 (Summer 1984), p. 37.

34 Miles and Snow (Summer 1984), p. 37.

3% Miles and Snow (Summer 1984), p. 43.

% N. Rajagopolan and S. Finkelstegademy of Management Proceedit{$890); cited in Sharon R. Peck,
“Exploring the Link Between Organizational Strategy and the Employment Relationship: The Role of
Human Resources Policied8urnal of Management Studidfl. 31, No. 5 (September 1994), p. 718.
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Gerstein and Reisman described two strategies relevant to compendgtiamic
growthandrationalization/maintenanceDynamic growth is similar to Miles and
Snow'’s prospectors; they give a high priority to market expansion and will undertg
financial risks in developing new products. Rationalization/maintenance, similar t
the defender strategy, aims at retaining market position while minimizing €osts.

From the “organizational life cycle” concept, Gomez-Mejia and Balkin borrowe
two stages relevant to compensation strateggwth stageandmature stage The
organizational life cycle concept describes the stages of a product’s life cycle in a
way analogous to the life cycle of an animal or person.

Gomez-Mejia and Balkin allow that either of the latter two typologies may be
more intuitively appealing to managers or practitioners; however, their point is tha
the strategies associated with these typologies map to the Miles and Snow strate
This supports Miles and Snow’s contention that there really are a few broad strat-
egies that can describe any business unit. Table 5 describes the strategies in ter

ke

d

t
jies.

ms

of dimensions.

87 Jackson and Schuler, p. 247.

% M. Gerstein and H. Reisman, “Strategic Selection: Matching Executives to Business Condifivens,”
Management Reviewol. 24, No. 2 (1983), pp. 33-74, in Luis R. Gomez-Mejia and David B. Balkin,
Compensation, Organizational Strategy, and Firm Performg@decinnati, OH: South-Western
Publishing Co., 1992), p. 79.
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Table 5 — Business Unit Strategies
STRATEGIC PATTERNS/STRUCTURES
DEFENDERS PROSPECTORS
(RaTIONALIZATION/ (Dynamic
MAINTENANCE) GROWTH)
DIMENSIONS (MATURE STAGE) ANALYZERS (GROWTH STAGE)
ENVIRONMENT
Degree of uncertainty Low Middle High
Volatility Low Middle High
Magnitude of change Low Middle High
Complexity Low Middle High
ProbucTIiON PROCESS
Innovation requirements Low Middle High
Degree of
standardization High Middle Low
Fixed investment High Middle Low
Technological diversity Low Middle High
MARKET
Rate of growth Low Middle High
Product innovation Low Middle High
Product market
domain focus Narrow Middle Broad
MANAGEMENT
Risk-taking Low Middle High
Degree of control High Middle Low
Hierarchical emphasis High Middle Low
Environmental
proactiveness Low Middle High
ORGANIZATIONAL STRUCTURE
Centralization High Middle Low
Modus operandi Mechanistic Mixed Organic
Focal unit
(function, product) Functional Mixed Product
CuLTURE
Cultural climate Regimented Mixed Entrepreneurial
Type of commitment Moral Mixed Calculative
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Linkages to Compensation Strategies

Next, Gomez-Mejia and Balkin related corporate and business unit strategies,

in turn, to compensation strategies. The results provide provocative insights for
military compensation. Citing research by, among others, Berg (1969, 1973), Lor
and Allen (1973), Salter (1973), and Balkin and Gomez-Mejia (1990), they reporte

itary Compensation

sch
2

a high degree of consistency in correlating compensation strategies with corporate . . . if the

strategies. Table 6 shows their results.

uniformed

Table 6 — Compensation, Business and Corporate Strategy Linkage

LEVEL OF
STRATEGY

TyrPoLOGY

STRATEGY OR PATTERN

Compensation

Business Unit

Corporate

Gomez-Mejia
and Balkin

Miles and Snow

Gerstein and
Reisman

Life Cycle

Extent of
Diversification

Algorithmic Mixed 3°

Defenders Analyzers

Rationalization/
Maintenance

Mature Stage
Decline Stage

Dominant-
product Firms

Related-
product Firms

Experiential

Prospectors

Dynamic
Growth

Start-up Stage
Growth Stage

Single-product
Firms

Unrelated-pro-
duct Firms

Process of
Diversification

Steady-state
Firms

Evolutionary
Firms

Patterns of Vertical Linked Multibusiness

Linkage
Constrained

Conglomerate

Gomez-Mejia and Balkin summarize by saying that “the empirical research . .|.

strongly suggests that different corporate and business unit strategies are associ
with varying pay strategy configuration$® They also make some interesting con-
jectures from the standpoint of the military: “it is the authors’ intuition that an alga
rithmic compensation strategy is more likely to be implemented effectively in an
organizational culture known for its attachment to tradition and high value placed
on continuity, regimentation, and security.”

One might argue that this describes the uniformed services of the past and th
compensation system. Two questions, then, arise: First, if the uniformed service

the environment they operate in are changing, is the current compensation system tﬁg

right one for the future? Second, given the size and diversity within the uniformed 4

services and the
environment they
operate in are
changing, is

the current
compensation
system the

right one for

the future?

ated. . given the
size and diver-
sity within the
uniformed
services, is the
current compen-

E)irsal‘ion system -

s aﬁaen.tlally

orithmic — the

?
, er_rlght one today:

vices, is the current compensation system — essentially algorithmic — the righdaye

3 Gomez-Mejia and Balkin mean “mixed” to be a combination of algorithmic and experiential strategies —
in a single compensation system — rather than a mix of compensation systems under a corporate entity.
40 Gomez-Mejia and Balkin, p. 96.
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“On the other hand,” continue Gomez-Mejia and Balkin, “an experiential com-
pensation strategy is more likely to be implemented successfully in an organizational
culture characterized by discontinuity, redefinition and renegotiation of tasks and
roles as new conditions emerge, and a view of uncertainty and insecurity as a chal-
lenge that energizes and stretches people so that they can thrive and‘grow.”

One might argue that this last characterization more accurately describes the
environment the uniformed services, or, at the very least, some organizations within
the uniformed services, face today and in the future. If so, then a compensation
system that permits “experiential” excursions from the standard system, when appro-
priate, could enhance organizational performance. As Gomez-Mejia and Balkin
show, there is a high degree of consistency in correlating compensation strategies
with corporate strategies. “[T]he empirical research . . . strongly suggests that differ-
ent corporate and business unit strategies are associated with varying pay strategy
configurations.™?

Application to the Uniformed Services

The purpose of including these taxonomies — derived from a literature focused pre-
dominantly on the private sector — is to show that the dimensions describing different
... alignment corporate, subunit and compensation strategies also describe strategies that appear to
of strategies is exist within the uniformed services today. This implies that alignment of strategies
as important in is as important in the uniformed services as it is in the private sector. For the subunit
the uniformed strategy, there is some correlation between the defender-analyzer-prospector types and
services as it is in the “organizational strategies” described later in the report, but not a close correlation.
the private sector. However, Gomez-Mejia and Balkin were looking at how the literature differentiated
subunit strategies and drew their conclusions from that perspective. Their data did not
include “organizational strategies,” so it is not surprising that it does not have a strong
correlation. The point is that strategas related to compensation (and to human
resource management systems by extension).

The corporate strategy determines, among other things, the relationship between
the subunits. If there is a close relationship, the tendency would be for the subunits
to have the same compensation system — probably algorithmic. If there is a looser
relationship, then the tendency would be toward experiential — whatever works best
for their individual needs (strategies). It appears the services correspond with “mixed/
algorithmic” and the major commands with “experiential/mixed.” The Department of
Defense corresponds perhaps with characteristics of dimensions describing “domi-
nant-" or “related-product” firms, or “linked” or “steady-state.”

In terms of the business unit taxonomy, subunits in the departments may have
the characteristics of defenders, prospectors, or analyzers. The subunit strategies
notionally map as follows to the organizational strategies used as the aligning
mechanism in this report.

41 Gomez-Mejia and Balkin, p. 101.
42 Gomez-Mejia and Balkin, p. 96.
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Table 7 — Business Unit/Organizational Strategies

BusINESs UNIT STRATEGIES
(GomEz-MEJIA AND
BALKIN TYPOLOGY)

ORGANIZATIONAL
STRATEGIES

Least Cost/Military Effectiveness
Defenders = “doing the best job possible in a limited area”

Rationalization/
Maintenance

= for example, maintaining budget share; retaining
missions/roles

Quality Improvement/Customer Service

Analyzers « “seldom first-in,” but “second in and cost-efficient”
Innovation
Prospectors = “first in” in new product and market areas

Dynamic Growth

= “conflict between resource allocation to carry out
existing activities and building support for the future”

Empirical Evidence: Compensation

Gomez-Mejia and Balkan emphasize that “[u]ltimately . . . the main concern when
designing and implementing pay strategies is the extent to which these are condu
to improved firm performance?® Five recent studies look for linkages between
compensation strategy and performance, using either “effectiveness” or “financial
indicators” as measures of firm performance.

Effectiveness, because of its vagueness, is “normally measured as a percepti
of managers and other stakeholders. Gomez-Mejia and Balkan refer to three of t
earlier studies (1987, 1990, and 1989) to support the premise that pay strategy c:
be effective. The 1987 study examined 33 high technology firms and 72 tradition
single-product firms. Effectiveness was “the extent to which the compensation
system contributes to the achievement of organizational goals.” The study found,
for example, that “an incentive-based compensation strategy is more effective in
high technology firms than in non-high technology firnfs.”

The 1990 study surveyed 192 human resource management executives in bu

units of large manufacturing firms to find the degree to which the pay system contrib

uted to meeting the organization’s performance goals. The study showed that the
effectiveness of pay strategies varied as a function of their interaction with organi
tional strategies®® For example, for both a “single-product” corporate strategy and
a “growth” subunit strategy, a relatively high level of incentive pay and pay for per
formance contributed to organizational performance as opposed to relatively high

itary Compensation

cive

on”
heir
an

51

... the
effectiveness of
pay strategies
varied as a
s.n%lggtion' of th.eir
interaction with
| organizational

Za_strategles.

=

levels of salary, benefits and job-based ffay.

43 Gomez-Mejia and Balkin
4 Gomez-Mejia and Balkin
4 Gomez-Mejia and Balkin
46 Gomez-Mejia and Balkin

. p. 113.
, p. 132.
. p. 137.
. p. 135.
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. . . pay strategies
tailored to groups
of workers key to
the success of
the organization
are more effective
than strategies
that are not.

The results
attribute
differences in
performance to
the fit between
compensation
strategies . . . and
organizational
strategies . . .

The third study, in 1989, linked compensation strategies to effectiveness as a
measure of organizational performance based of the perceptions of 175 scientists,
each from a different firnf/ The study shows that pay strategies tailored to groups
of workers key to the success of the organization are more effective than strategies
that are not. It hypothesized that aggregate, team-based compensation would be more
effective for scientists and engineers than individual-based bonuses. The scientists
worked in research and development units requiring teamwork, innovation, and risk-
taking. Pay effectiveness was measured by four variables: pay satisfaction and
intention to leave the firm (“precursors of turnover”), and team and individual perfor-
mance. Positive, statistically significant relationships were found between effective-
ness measures and variable, aggregate pay incentives such as team-based bonuses.

Two more studies cited by Gomez-Mejia and Balkin link firms’ financial perfor-
mance to pay strategies. A 1990 study by Gerhart and Milkovitch of 16,000 top and
middle level managers in 200 organizations linked base pay, long-term income, and
proportion of bonuses to base pay to return on assets (average, yearly, and lagged).
The study found that “the mix of total pay is more important than the relative level
of base pay over which a firm has less discretion,” and that “the greater the emphasis
in pay-for-performance, the greater the firm’s return on asséts.”

A 1992 study by Gomez-Mejia sampled 243 manufacturing firms and linked the
combination of compensation and organizational strategies to firm performance. The
results attribute differences in performance to the fit between compensation strategies
(algorithmic or experiential) and organizational strategies (classified according to
defenders, prospectors, analyzers and life cycle stage). The study finds statistically
significant differences in firm performance based on the fit of strategies. For example,
high-performing firms classified as “prospectors” had sharply experiential pay pat-
terns, while low-performing “prospectors” had markedly algorithmic pay stratégies.

After their extensive investigations, Gomez-Mejia and Balkin conclude that
“empirical evidence supports the theoretical expectation that compensation strategies
can make a significant contribution to firm performance, whether measured perceptu-
ally or objectively.”® They observe, however, that research on these relationships is
“extremely rare,® and that the field is ripe for further study.

Empirical Evidence: Human Resource Management

Gomez-Mejia and Balkin offer a definition of compensation strategy that can easily
be extended to describe the strategic use of other elements of human resource manage-
ment: ‘Compensation strategy the deliberate utilization of the pay system as an
essential integrating mechanism through which the efforts of various subunits and
individuals are directed toward the achievement of an organization’s strategic objec-
tives, subject to internal and external constraints.”

47 Gomez-Mejia and Balkin, p. 138.

“¢ Gomez-Mejia and Balkin, pp. 141-142.
4 Gomez-Mejia and Balkin, p. 145.

50 Gomez-Mejia and Balkin, p. 146.

51 Gomez-Mejia and Balkin, p. 146.

52 Gomez-Mejia and Balkin, p. 35.
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Huselid sought empirical support for claims in the literature that “human resojrce
management practices can help to create a source of sustained competitive advantage,
especially when they are aligned with a firm’s competitive stratéyyBased on the
degree of firms’ use of ten “High Performance Work Practi¢édfuselid tested
three hypotheses about the relationship of the practices to outcomes. The practices
include “extensive recruitment, selection and training procedures; formal informatjon
sharing, attitude assessment, job design, grievance procedures, and labor-management
participation programs; and performance appraisal, promotion, and incentive compen-
sation programs that recognize and reward employee nterhiis central hypothesis
was that the presence of these factors would “diminish employee turnover and increase
productivity and corporate financial performancé.Additionally, he hypothesized
that theinternal alignment of policies, or “complementarities or synergfésimong
the practices, would contribute independently to these results, as would afitenrs
nal alignment of High Performance Work Practices with its “competitive stratégy.”
He obtained usable survey results from 968 U.S. firms representing all major indus-
tries. Huselid found solid support for the first hypothesis, that High Performance
Work Factors would improve productivity and performance; however, there was less
evidence that internal fit would increase firm performance, and little evidence that
external fit did so. Nonetheless, Huselid believes that “the theoretical arguments
for internal and external fit remain compelling’’and that therefore further

research is essential.

Bird and Beechler do find support for “external” fit influencing performance in
their study of 64 Japanese subsidiaries in the ¥.Bheir data show that subsidiaries
with matched business and human resource management str&tpgiésm better
than those with unmatched strategies in terms of human resource management-related
performance measures, such as rates of promotion and turnover; however, like Huselid,
they find less evidence that organizational performance overall is related to strategy
alignment. It is likely, they conclude, that their approach was too simplistic; that firm

53 Mark A. Huselid, “The Impact of Human Resource Management Practices on Turnover, Productivity, and
Corporate Financial Performancétademy of Management Journddl. 38, No. 3 (June 1995), p. 636.

54 Huselid, p. 636.

% Huselid, p. 636.

5 Huselid, p. 642.

57 Huselid, p. 643.

% Huselid, p. 643.

% Huselid, p. 668.

% Allan Bird and Schon Beechler, “Links Between Business Strategy and Human Resource Management ¢ Jy
in U.S.-Based Japanese Subsidiaries: An Empirical Investigafionthal of International Business Studies,
First Quarter, 1995, p. 23.

61 Bird and Beechler use the Miles and Snow typology to characterize each of the 64 firms in their sample i er
prospector, defender, or analyzer. They then classify each of the 64 firms in terms of three human resoL an-
agement strategieaitilizer, accumulator or facilitator. Intuitively, the accumulator strategy appears to supp
a defender strategy; the facilitator/analyzer and utilizer/prospector match as well. It is worth noting that | 1

resource management practices in DoD resemble those of an accumulator strategy — it “focuses on prov
skill development in an evolutionary fashion in accordance with the firm'’s slowly evolving human resourc
needs. lts concern is on the acquisition of employees perceived to possess large latent potential. Once t
potential is acquired the attention then shifts to developing ability, skill and knowledge in ways that will s¢
company purposes.” It focuses on “the internal development of human resources over time.” “The relati b]
between employer and employee is expected to be long term . . . the result is an emphasis on job-securi i
the application of compensation and promotion policies containing a strong seniority component.” There
“extensive training to develop potential . . . directed at internal fit [and] biased toward on-the-job training
the development of a skill set that is firm-specific” (p. 29). See the article for more description of the stra 5.
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. . . the concept of
aligning functional
and business
strategies is new
to managers . . .

... It is not just
employing the
right people that
is important for
competitive
advantage; rather
it is the process
of managing
those people in
a way that will
create something
unique to that
organization.

performance is less affected directly by human resource management strategy align-
ment than indirectly through the interaction of human resource management strategies
with strategies of other functional are®sIn fact, they observe, the concept of

aligning functional and business strategies is hew to managers: “[M]anagers at the
firms in our sample had not yet developed a view of [human resource management]
as a strategic activity and, consequently, did not see a need to align their [human
resource management] strategy with the subsidiary’s strategy. Yet it is clear that

doing so yields benefits in terms of lower turnover rates, longer employee tenure,

as well as higher levels of employee morafé.”

The empirical evidence is relatively sparse. Most evidence regarding the rela-
tionship between human resource management and organizational performance is
either anecdotal or conjectural and intuitive, based on expert judgment. Where
propositions have been tested, however, the results tend to either support the rela-
tionship or be inconclusive.

The Theoretical Case

A number of theoretical perspectives contribute to the case for aligning human
resource policies and practices, as well. Each suggests how human resource man-
agement systems can operate to improve organizational performance. The analytic
framework developed and recommended in this report is general and comprehensive,
yet detailed enough to represent the important relationships each of the theoretical
perspectives contributes and implies for human resource management systems. This
section briefly mentions the human resource management implications of various
theoretical perspectives.

Thecompetitive strategyperspective views organizations in terms of their ability
to cope with external competitors. “The essential task of strategy formulation is to
develop approaches that allow the firm to use its resources (including compensation)
in such a way that it can develop and maintain a differential advantage over other
firms.” ** This perspective is closely allied with tresource-dependenceerspective
that views the most important goal of organizations as obtaining and using resources
because this ability will determine its survivl.Further, human resource manage-
ment is viewed as a potential source of sustained competitive advantage. Ulrich and
Lake point out that it is not just employing the right people that is important for
competitive advantage; rather it is fhr@cess of managinipose people in a way
that will create something unique to that organization.

Collis and Montgomery similarly note that the uniqueness of human interactions
explains why “culture” is important to a competitive advantage obtained through
people. Their twist on the resource-dependence perspective is to describe it in terms
of an organization developing its “core competencies” in terms of human resources:

52 Bird and Beechler, p. 42.

3 Bird and Beechler, p. 42.

84 Gomez-Mejia and Balkin, p. 27.
% Gomez-Mejia and Balkin, p. 24.
56 Ulrich and Lake, p. 40.
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“No two companies are alike because no two companies have had the same set
experiences, acquired the same assets and skills, or built the same organizationg
cultures.”’ They suggest several tests to determine whether resources have potg
to become sources of competitive advantaganitability (making it difficult for
others to copy)lurability (implications for human resource management in the
uniformed services include consideration of optimal career lengihsiopriability (a
guestion of who captures the value the resource creates — for the uniformed serv
the implications include consideration of the value of training and also of culture,
because culture is difficult to imitateubstitutability(the question of whether anothe
resource can be substituted); amdnpetitive superiorityas a result of having the bes
resource for the task¥® Collis and Montgomery further argue that the application o
these factors to human resources argues for better accounting of human reSourct
In the military context, the argument is particularly strong because commanders @
tend to view human resources as “free goods.”

Thebehavioral perspective focuses on employee behavior as the mediator

between strategy and firm performance; the human resource management system,

therefore, plays a critical role in eliciting and controlling employees’ attitudes and
behaviors’® The behavioral perspective recognizes that organizations have divers
stakeholder groups and, as a result, organizations face both political and environ
mental pressures in obtaining resources from a diverse set of “external” coalitions
shareholders, regulatory agencies, suppliers and pressure dtotipsrefore, one
of the strategic functions of the human resource management function is to “build
manage coalitions.” Within the organization, “the most important subunits are tha
that deal with uncertainty and ensure the continued supply of valued resources, W
assisting the organization to adapt readily to environmental contingeficiesmez-
Mejia and Balkin point out that employees whose activities are linked to environm
tal factors strategically important to the organization may not fit into standard job
evaluation plans without negative consequenéedigh-tech research and develop-
ment firms often do recognize the importance of the research scientists to the firn
survival and profitability, and so tailor human resource management policies and
practices to their needs. For example, such firms might employ “customized pay
plans,” avoid “mechanistic pay approaches,” impose “few written policies or proce
dures as tools to control behavior, aggregate rewards to promote cooperation ang
team cohesiveness,” efé.

General systems theonguggests that “the [human resource management] sub
system functions to acquire, utilize, retain, and displace competeriéidhérole
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behavior perspective suggests that the “[human resource management system] . 1. .

7 David J. Collis and Cynthia A. Montgomery, “Competing on Resources: Strategy in the 19808sfd
Business Reviewpl. 73, No. 4 (July-August 1995), p. 119.

% Collis and Montgomery, p. 119.

8 Collis and Montgomery, p. 126.

0 Wright and McMahan, pp. 303-305.

* Gomez-Mejia and Balkin, p. 24.

2 Gomez-Mejia and Balkin, p. 21.

® Gomez-Mejia and Balkin, p. 24.

74 Gomez-Mejia and Balkin, p. 25.

> Gomez-Mejia and Balkin, p. 26.

6 Jackson and Schuler, p. 239.
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is effective . . . when it communicates internally consistent expectations and evaluates
performances in ways that are congruent with the system’s behavioral requirefents.”
Institutional theory explains why institutions tend to resist change and to become
similar to other organizations in the same environmérituman capital theory

suggests market conditions, unions, business strategies and technology are all impor-
tant because they affect the costs of different human resource management approaches
to increasing the value of human capit&lTransaction costs theorysuggests organ-
izations that require firm-specific knowledge and skills “are predicted to create internal
labor markets that bind . . . employees to the organization, while organizations that do
not require these skills can gain efficiencies by competing for . . . talent in an external
labor market.®® Finally,agency theory“appears to be particularly useful for under-
standing executive and managerial compensation practices, which are viewed as a
means for aligning the interests of the owners of a firm . . . with the managers in
whom they vest control®

In addition to these broad, theory-based implications, some 300 “propositions”
were found in the literature that hypothesize relationships among human resource
management policy choices, individual behaviors, human resource management
outputs and organizational outcomes. However, there is no existing method for
examining or evaluating alternative human resource management systems in light
of these propositions. The next section describes the integrated framework used
as the starting point for such a modél.

An Integrated Human Resource
Management Framework

Two generic frameworks of human resource managesystemserved as the

basis for the one developed in this report. The Von Gliebal. framework pro-

vided one of the few integrative views of human resource management. This frame-
work was particularly suited to a ground-up, comprehensive approach. Ulrich and
Lake's framework®* in contrast, provided a “competency” view of human resource
management. This section expands on and combines these two perspectives.

Focusing on a particular problem, Von Glinetal. noted that most companies’
human resource management systems have “fragmented career orienfitions.”
assist in evaluating career-oriented human resource management systems, they took
a “systems view” that considers each element of a human resource management

7 Jackson and Schuler, p. 239.

8 Jackson and Schuler, p. 240.

® Jackson and Schuler, p. 241.

80 Jackson and Schuler, p. 242.

81 Jackson and Schuler, p. 242.

8 The human resource management strategic choice model, a systems dynamics model, is described iff detail in 8
Quadrennial Review of Military Compensatidtewarding, Organizing and Managing People for th& 21
Century — Part II: A Strategic ApproagWashington, DC: 8 QRMC, June 30, 1997), Chapter 5.

8 Mary Ann Von Glinow, Michael J. Driver, Kenneth Brousseau and J. Bruce Prince, “The Design of a Career
Oriented Human Resource Systei¢ademy of Management Revi&sl. 8, No. 1 (January 1983), pp. 23-32.

84 Ulrich and Lake, p. 84.

8 Von Glinowet al, p. 25.
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system in relation to each other elem&tMost human resource management

itary Compensation

systems, they note, have been designed piecemeal, with the components treated as
“discrete.” Wright and McMahan likewise observe that “the various [human resourceéVlost human

management] functions have evolved in relative isolation from one another, with |
coordination across the discipline¥.”In contrast, Von Glinowet al. provide a view

of the total human resource management system within which to identify paramet
of a system supportive of individuals’ careers. Although their purpose was to exa
the potential of career-oriented human resource management systems to improve
individual and organizational effectivene¥shey describe the framework as a
“diagnostic tool” and a “design aid®® As such, it can be used to describe any syste
in terms of fundamental elements of a human resource management system — re
performance evaluation, assignment, etc. Figure 4 describes their framework (wi
some slight modifications); the arrows in the figure represent “minimum critical”
information flows necessary for a career-orientedrgrsystem?
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Figure 4 — Von Glinovet al.Framework

86 Von Glinowet al, p. 24.

87 Wright and McMahan, p. 5.

88 For an illustration of the impact of a 180-degree difference in an organization’s approach to people over 1
consider the case of Continental Airlines described in Hewitt Associates, “Continental Airlines Flies to the
On Human Resourcedanuary/February 1996, pp. 3-8. The article attributes the airline’s decline in quality
service and resulting bankruptcy to a human resource management strategy that excluded employees’ n
and desires from consideration under a least-cost organizational strategy. Under new leadership, center
employees’ concerns, the airline has returned to profitability and become an industry leader by performa
measures such as on-time departures. The article attributes the turn-around to the airline’s human resot
management strategy.

8 \on Glinowet al, p. 29.

% \on Glinowet al, p. 27.
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. . . individuals
bring unique
personal
competencies to
an organization
and, therehy,
become sources
of competitive
advantage.

Whereas Von Glinowet al.take a career-based perspective, Ulrich and Lake’s
approach is competency-based. Ulrich and Lake proposed that human resource
management can be a sustained source of competitive advantage: “Organizational
capability consists not just of employing people as a competitive advantage but
includes usingrocesseso gain competitive advantage through people.” Further-
more, “management practices account for many of the processes that affect individual
behavior within an organization?® Ulrich and Lake argue that sustainable competi-
tive advantage comes from using these processes creatively and strategically. They
present a framework based on the idea that individuals bring unique personal compe-
tencies to an organization and, thereby, become sources of competitive advantage.
Their framework, reproduced in Figure 5, shows that “to translate personal competen-
cies into organizational capability, managers need to generate, reinforce, and sustain
competencies. Six management practices enable managers to do this: rewards,
selection, development, appraisal, organization design, and communic&tion.”

These management practices “build customer commitment, foster competitiveness
by increasing the capacity of an organization to change, help managers implement
business strategies, and create strategic unity” — a “shared mirfféiset.”

FRAMEWORK FOR MANAGEMENT PRACTICES

SUSTAINING
COMPETENCIES ——————
* Organizational Design
» Communication

SHARED MINDSET

\/

GENERATING REINFORCING
COMPETENCIES » COMPETENCIES

* Selection "~ «Appraisa

 Development « Rewards

Figure 5 — Ulrich and Lake's Competency-oriented Framework

91 Ulrich and Lake, p. 76.
92 Ulrich and Lake, p. 79.
9 Ulrich and Lake, pp. 89-90.
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Figure 6 combines the two frameworks. Because the combined framework
captures essential relationships among elements of the human resource management
system, any mechanism to align these elements can build on this framework. Seyeral
such mechanisms — core competencies, core processes, work cultures, etc. — are
discussed in the following subsection.
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Figure 6 — Competency-oriented Integrated Framework

Figure 7 demonstrates this versatility by rearranging the elements into groupg that
represent traditional human resource management functions and that are used in the
remainder of this report.
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. . . although the
human resource
management
function may
often be con-
sidered a single
organizational
entity with a
coherent purpose,
this is usually
not the case,
particularly in
large complex
organizations.
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Figure 7 — Traditional Function-oriented Integrated Framework

Although these figures imply a close relationstistsamong the elements of
the human resource management system, in practice, this is not necessarily the case.
The parts of the organization that carry out the tasks and activities within each of these
elements are, more often than not, stovepiped to the very top of the human resource
management function. And although the human resource management function may
often be considered a single organizational entity with a coherent purpose, this is
usually not the case, particularly in large complex organizations. The literature is
rife with assertions that human resource management systems ought to be “aligned,”
or “congruent,” or “integrated;” both internally and externally, as the next sidebar,
entitled “Alignment and Human Resource Management,” demonstrates. Horizontally,
elements of the human resource management system ought to work synergistically
to facilitate personnel interactions within and across subunits; vertically, human
resource management strategy should support subunit and corporate-level strategies
to improve the performance of the entire organization. Seeking this end state, how
can it be achieved?

The following section details operatiomaéchanism$or aligning the human
resource management policies and practices with the organization’s strategy. A later
section in the report describes an operational computele| developed using the
framework described above, for aligning the human resource management policies
and practices with the organization’s strategy.
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Alignment and Human Resource Management
Quotations from the Literature

“[Hluman resource management practices can help to create a source of sustained|com-
petitive advantage, especially when they are aligned with a firm’'s competitive strétegy

“[T]here is growing recognition that the different types of [competitive] strategies
require different types of [human resource] practic®s.”

o7

“[Human resource management] practices should be the mechanisms used to focu
people’s attention on the major strategic issues in the organizafion.”

[S]trategic [human resource management] choices . . . need to be consistent with ohe
another; otherwise, the human resources strategy lacks coherence, and it may fail {o
operate as intended”

“Once a strategic plan is formulated the focus must shift to strategy implementation
a process of aligning the functions of the organization with the [subunit] strategy. In
the case of human resources, the goal is to orient the choices that constitute [humgn
resource management] practice in such a way that they result in and continuously
reinforce the specific behaviors needed to achieve the organization’s strétegy.”

“There needs to be congruence between goals that organizations seek, strategies that
are the most likely to attain these goals, cultures that support these strategies, and
reward systems that elicit and maintain behaviors that are consonant with the appra
priate competitive strategy and its supporting cultfe.”

“The [subunit] strategy, in particular, serves as a critical guide in designing organizati¢nal
systems because it specifies what the [organization] wants to accomplish, how it wants
to behave, and the kinds of performance and performance levels it must demonstrate
to be effective. The strategy should strongly influence an organization’s design and
management style, both of which should drive the design of reward systems. Thesg
reward systems, in turn, help to drive performance by influencing important individupl
and organizational behaviors®

\174

“In successful [organizations], strategy, resource allocation, organizational structure,
daily operations and systems, the work environment, and people are all adequately
aligned . . . which reinforces the organization’s ability to carry out its strategic ¥&sk.”

“Whatever changes within the [organization] are adopted, they must be executed sq that
four key levers — strategy, operations, culture, and compensation — are totally in align-
ment and the entire organization is aligned with the competitive market and customgr
base. A change in one primary internal element is always accompanied by changek in
one or more of the others'®

9 Huselid, p. 636.

% Wayne F. Cascidylanaging Human Resources: Productivity, Quality of Work Life, Prafited.
(New York, NY: McGraw-Hill, 1995), p. 569.

% H. John Bernardin and Joyce E. A. Rusd¢llman Resource Management: An Experiential Approach
(New York, NY: McGraw-Hill, 1993), p. 39.

9 Hax and Majluf, p. 352.

% Cynthia D. Fisher, Lyle F. Schoenfeldt and James B. SHaman Resource Manageme8it,ed. (Boston, MA:
Houghton Mifflin Company, 1996), p. 59.

% Jan P. Muczyk, “The Strategic Role of Compensatittytnan Resource Planningol. 11, No. 3 (1988), p. 225

100 Edward E. Lawler IIl, “The New Pay: A Strategic ApproacBdmpensation and Benefits Revigl, 27,
No. 4 (July-August 1995), p. 14.

101 Rosabeth Moss Kanter, Barry A. Stein and Todd D. Jible, Challenge of Organizational Change: How
Companies Experience It and Leaders Guid@Bw York, NY: Free Press, 1992), p. 511.

1021 ance A. Berger and Martin Sikordihe Change Management Handbook: A Road Map to Corporate
Transformation(Burr Ridge, IL: Irwin Professional Publishing, 1993), p. 7.
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. . . the particular
approach used
is less important
than the fact that
some method

is used.

Operational Aligning Mechanisms

Strategic human resource management requires an organizaimnti's human
resource management system to support its vision and mission — and corporate and
subunit strategies.

Several aligning mechanisms could have been used. The current literature is
replete with mechanisms and more are being added over time. Some of the more
prominent include a focus on core processes, core competencies, work cultures,
business design and business (organizational) strategy. These and other mechanisms
were investigated. Each has advantages and disadvantages. A particular organization
or element within an organization may find a particular mechanism more useful (or
congruent with the leadership perspective) than the others. All can be used to align
an organization. However, the particular approach used is less important than the
fact thatsomemethod is used.

Organizational strategis the mechanism used in this report. It has a general
applicability that some of the other approaches lack. However, the selection of this
mechanism over the others should not suggest that it is the “best” or “most appropri-
ate” in any general sense. It is used for expository purposes, to demonstrate how
strategic human resource management can be applied in a specific instance. The
process developed for designing and analyzing human resource management systems
is entirely generalizable using the other approaches delineated in this section — and
others as well.

Each of the mechanisms is described briefly below; organizational strategies are
discussed in more detail Rewarding, Organizing and Managing People for th& 21
Century: Time for a Strategic Approach — Part Il: A Strategic Appro@abapter 513

Organizational Strategies

A number of authors have addressed the concept of “business strategy” to align
the organization.

Porter'® refers to generic (business) strategies that have a direct link to the
elements of the profit equation (profit = revenue - cost). He suggests one strategy
if an organization focuses its activities on “cost:” to be the least-cost provider of
the product or service (“cost leadership”). On the other hand, an organization can
enhance its revenue by differentiating its product or service. Differentiation can be
accomplished by one of three strategies: to provide the highest quality, to provide
the best customer service or to provide a continual stream of innovation.

Lawler’s strategic approach to structuring compensation systems starts with the
organization’s business strate$fy. Muczyk discusses three of the four (cost reduction,

103 g Quadrennial Review of Military Compensatidgtgwarding, Organizing and Managing People for the
21s Century: Time for a Strategic Approach — Part Il: A Strategic Apprgsédshington, DC: 8 QRMC,
June 30, 1997), Chapter 5.

104 Porter(1980), pp. 40-41.

105 Edward E. Lawler Il Strategic Pay: Aligning Organizational Strategies and Pay Syst8ars Francisco, CA:
Jossey-Bass Publishers, 1990), p. 36.
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guality improvement and innovation) strategies to describe specific compensation
systems designed to support these stratefeSchuster and Zingheim suggest total
compensation systems for several different hypothetical organizations; most of th
examples suggest how a compensation system can provide enough flexibility

to address several different strategies within the organization.

This is not to imply that other strategies may not serve an organization well,
depending on its mission, environment, resources, developmental stage, etc. Fo

uniformed services, large segments of the organization engage in combat operati n

For them, a strategy based on the particular context of combat is essential. The
remaining segments support combat operations. The strategy that supports com

operations may not serve the support units as well, particularly in terms of enabling

them to carry out their missions in the most effective manner.

Organizations, within the uniformed services and outside, can — and do — cho
from a variety of strategies, tailored to their individual circumstances, with which t
conduct their activities. The literature generally refers to these strategies as “bus
strategies.” This report uses “organizational strategies” to broaden their scope an
differentiate them from “business” activities.

In designing a human resource management system, this report adopted Law
general perspective: An organization should design its human resource manager
system in order to obtain the kinds of people and the behavior required to most e
tively accomplish the desired organizational strategy in the context of its mission,
environment, resources and capabiliti®s This is referred to in this report as a “stral
tegic contingency approach to human resource management system design.” In
words, an organizational strategy is the mechanism used by an organization to al
resources and capabilities in the context of its environment to accomplish its miss

Of singular importance here is the idea that the organizational strategy inform
decisions about the kind of people required and the behavior of those people; anc
these, in turn, inform the strategic human resource choices made in the design of
human resource management system. Using this mechanism, all decisions rega
the human resource management system should be related back to the organizat
strategy (through the behaviors required); once aligned with the organizational strat
major elements of the human resource management system should be changed
to respond to changes to the organizational strategy, the mission or the environm

The appropriate level for an organizational strategy to be employed is that at
which the subunit of the organization operates relatively independently, in a partig
“market,” with a particular type of product or service as an output. These subunit:
called “strategic business unit§? in the literature; this report uses “strategic subunits’
or simply “subunits.” Possible examples of strategic subunits in the uniformed se
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vices include the unified commands, major commands, the support agencies and

106 Muczyk, pp. 225-239.

107 Jay R. Schuster and Patricia K. Zingheithe New Pay: Linking Employees and Organizational Performance
(New York, NY: Macmillan, 1992), Chapter 4.

108 | awler (1990), p. 36.

109 A “strategic business unit” is generally the lowest organizational element that has authority to develop its
own business strategy.
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“Core” processes
are those
processes that
describe the
fundamental
critical activities
an organization
is engaged in

to accomplish

its mission.

services, the acquisition community, individual research labs, the medical community,
a personnel command (as an example of a major field operating agency) and service
headquarters. An organization that had only one product or service might have only
one strategic subunit; a larger, more diverse organization could have many. A corpo-
rate strategy would govern the overall organization — composed of a delineated set of
strategic subunits; each strategic subunit might have its own organizational strategy
focused on its particular mission, resources and environment.

Core Processes

A second mechanism for aligning the policies and practices of an organization focuses
on core processesThe concept of core processes is manifest in the Department of
Defense as the central component of a new management process cdlietpase
Management and Plannirgystem. In a nutshell, the organization would organize
around core processes that deliver solutions to customers. “In successful organiza-
tions, leaders first define their mission and craft strategic directions and goals as part
of a process management approach. These leaders manage performance through
business processes — in process streams — as opposed to linking together functional
activities.”*'® “Major improvements and savings are realized by focusing on the
business from a process rather than a functional perspective.”

“Core” processes are those processes that describe the fundamental critical
activities an organization is engaged in to accomplish its mission. They are the “core”
of the business — the primary reason why the business exists. Core processes distin-
guish themselves not only by their criticality to the business but also by the fact that
they are unconstrained by the organization and cross-functional bounttaries.

The Department of Defense Enterprise Model proposed the following five core
processes for the Department of Defense:

» Develop strategic plans
» Assess requirements
* Raise forces
» Provide forces
e Conduct operations.
Thecustomersvould be the combatant CINCs.
Analyzing these core processes yields the following bengfits:

» Enables strategic goals and objectives to be more closely linked to the activities
that describe the core processes.

110 Sharon CaudleReengineering for Results: Keys to Success from Government ExpéWéastengton, DC:
National Academy of Public Administration, 1994), p. xxi.

111 U.S. General Accounting Offic®eengineering Organizations — Results of a GAO Symp¢&AD/NSIAD-
95-34)(Washington, DC: U.S. General Accounting OffiBecember 1994), p. 2.

112 Office of the Secretary of Defense, ASD(CEpterprise Management and Planning: A Guide for Managers
at all Levels December 29, 1995, Working Draft, p. IV-4.

113 Office of the Secretary of Defense, ASD(C3I), p. IV-13.
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Aids in identifying the end product or outcomes for which performance mea
sures can be developed.

Allows for the linkage of the core process activities to the budget resource
allocation process.

Links activities to processes and process outcomes thereby reducing cycle
and increasing customer satisfaction.

Allows “value-added” activities to be determined.

Establishes process ownership and accountability as they relate to the stra
plan and its supporting goals.

This mechanism focuses on the core processes of the organization. The hum
resource management system cuts across all of the core processes, thereby con
ing substantially to how effectively they can be carried out. The core processes ¢
characterized in terms of the behaviors required to carry them out. As is described
in the report, desired behaviors (to accomplish a strategic end — in this case, effe
conduct of core processes) form the basis for aligning the policies and practices ¢
human resource management system. Achieving different behaviors, it will be ar

the perspective of core processes, different core processes may require different
behaviors, which in turn require a different human resource management system

Core Competencies

A third mechanism for aligning the organization revolves araane competen-
cies Hamel and Prahaldtt are the most notable advocates of the concept of
core competencies.

Hamel and Prahalad categorize recent attempts of organizations to become
more competitive as falling into three categories: restructuring, reengineering an
regenerating strategi€$> They argue the first two attempts have been only margin
ally effective in increasing the competitiveness of the organization. Restructuring
has largely consisted of reducing head count — while attempting to maintain outpt
levels; reengineering has focused on redesigning existing processes to operate n
effectively. The Department of Defense has used restructuring extensively. Parts
the department have been reengineered. However, the authors argue that, althot
restructuring and reengineering have resulted in improvements in organizational
efficiency, the opportunity for much greater change lies with activities that are
designed to regenerate strategies. They propose that a focus on core competend
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will assist an organization in regenerating stratediés.

114 Gary Hamel and C. K. Prahalad, “The Core Competence of the Corpor&tamvdrd Business Review,
Vol. 68, No. 3 (May-June 1990), pp. 79-91.

115 Gary Hamel and C. K. Prahaladpmpeting for the FuturéBoston, MA: Harvard Business School Press,
1994), pp. 123, 126.

116 Fundamentally, this report is also recommending that strategies need to be regenerated; however, it app
this task through the framework of “organizational strategies.”
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According to Hamel and Prahalad, a “core competence is a bundle of skills and
technologies that enables a company to provide a particular benefit to custéthers.”
They expound on core competencies as follét¥s:

“Core competencies are the collective learning in the organization, especially
how to coordinate diverse production skills and integrate multiple streams
of technologies.”

“The skills that together constitute core competence must coalesce around
individuals” to create a new and more robust blend of functional expertise.

“Core competence is about harmonizing streams of technology . . . about
the organization of work and the delivery of value.”

“Core competence is communication, involvement, and a deep commitment
to working across organizational boundaries. It involves many levels of
people and all functions.”

“Few companies are likely to build world leadership in more than five or
six fundamental competencies. A company that produces a list of 20 to 30
capabilities has probably not produced a list of core competencies.”

Other authors offer additional insights:

Snyder and Ebeling®

- Activities that are performed so much better than the competition and are
so critical to end products or services.

- Key activities systematically linked to the underlying business economics
that drive competitive advantage; namely, that maximize the value of the
company'’s offerings. while minimizing their cost (value-added notion).

- Tangible, value-added activities that are performed more effectively and
at lower cost than that of the competition.

- Unique and enduring activities.
Valentino'®

- Unigue combinations of people, skills, technologies, and resources upon
which a company’s success rests. Existing skills and resources can be used
to develop unforeseen market opportunities, spawn new products, and fuel
organizational growth.

Reimannt?*

- Leverage points or gateways for exploiting industry discontinuities to create
new opportunities.

117 Hamel and Prahalad (1994), p. 199.
118 Hamel and Prahalad (1990), pp. 82-85.
119 Amy V. Snyder and H. William Ebeling, Jr., “Targeting a Company’s Real Core Competedaiemal of
Business Strateg¥ol. 13, No. 6 (November/December 1992), pp. 26-27.
120 Daniel J. Valentino, “Do More of What You Do BesA¢ross the Boardvol. 29, No. 11 (November 1992), pp. 53-54.
12t Bernard C. Reimann, “Philosophers of the Strategic Renaissdeeyiing ReviewMol. 21, No. 2
(March-April 1993), p. 51.
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“Competence monopolies in the provision of functional customer benefits.”

- Successful companies concentrate their strategic architecture more on domi-
nating core competency gateways than on eventual market or brand shares.

In advocating a core competency approach, Hamel and Prahalad prescribe man-
agement participation in five key tasks: “(1) identifying existing core competencies;
(2) establishing a core competence acquisition agenda; (3) building core competen-
cies; (4) deploying core competencies; and (5) protecting and defending core compe-

tence leadership®?

From a human resource management perspective, the authors highlight the
for stability of the management team charged with the development and deploym
of new core competencies. This requires a consensus among the senior leaders
around which competencies should be btilt.In addition, they recommend estab-
lishing a deeply involving, cross-organizational process, identifying stewardship r¢
and mechanisms for allocating resources, and building a community of “carriers”
organizational core competenci&4. In large part, these are strategic human resour
management functions.

This mechanism focuses on the strategic choices of the firm, as a whole, aligf
ing all the functions, including the human resource management function. It can
dramatically achieve clarity of strategic intent. However, senior leadership must
spend a significant amount of time developing and communicating an organizatio
wide strategic architecture that establishes objectives for competence building;
consistently allocating resources to these competencies; developing a sufficient
administrative infrastructure; creating a managerial culture, teamwork and capaci
to change, together with a willingness to share resources to protect proprietary sk
and to think long term. Most significant for the human resource management sys
this approach requires creating and managing a portfolio of competencies rather
a portfolio of businesses or of processes. This could, and probably would, have
significant implications on how the organization is structured. Itis a “resource-
based” approach to strategic human resource management.

However, the refocusing from the behaviors required to conduct the core pro-
cesses to the behaviors required to identify, generate, reinforce and sustain core
competencies does not affect the applicability of the underlying strategic approac
recommended in this report. The behaviors required under these different mechg
nisms would be different; but different human resource management systems cou
meet these needs, once identified.

Work Cultures

A fourth mechanism for aligning the organization revolves arevwor cultures
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Culture is an organizational concept that encompasses how work is done and hov

122 Hamel and Prahalad (1994), p. 224.
128 Hamel and Prahalad (1994), p. 231.
124 Hamel and Prahalad (1994), p. 235.
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people are selected, developed, managed and rewarded. This mechanism is based
on the work of The Hay Groufs®

Work cultures have been part of organizational life for years. Certain functions
have always lent themselves toward different ways of organizing work, and different
ways of structuring and relating jobs. Engineers and industrial psychologists have
long sought to improve the way work was performed and organized in an effort to
boost productivity and profits.

Yet because most organizations were highly functional and similar in structure,
most conformed to a single culture — one with a rigid hierarchy emphasizing special-
ization and equity. This single-culture paradigm effectively eliminated the need to
diversify jobs, work, organizational structures and compensation. Eventually, how-
ever, as global competition intensified, and the demand increased for better quality,
more speed to market and more intellectual labor, many organizations began to find
this “one-size-fits-all” approach no longer acceptable.

The Hay Group’s research of work cultures resulted in the identification of four
major cultural models operating in organizations today. These include the traditional
functional culture discussed in the preceding paragraph, as well as three newer,
evolving cultures: process, time-based and network. Although work culture classi-
fication is critical in this mechanism, the models should be used as a yardstick and
not a micrometer. Few organizations are culturally pure — that is, multiple cultures
or hybrid cultures can be found within the organization. Furthermore, other
models are evolving all the time.

In the functional culture, work is designed around the specialization of individ-
uals. Itis characterized by management hierarchies in which decision-making is
clearly set apart from execution (namely, managers decide, workers execute). Prior-
ities in functional cultures are reliability and technology: performing consistently
using the latest, best technology. Organizational performance is measured in terms
of size, return on equity, and industry reputation. Some of the key attributes of a
functional organization are being highly organized, using proven methods to serve
existing markets, maintaining clear lines of authority, limiting risk and minimizing
unpredictability of business results.

In the process culture, work is designed around processes for meeting obligations
to customers and continually improving quality. A team approach to work dominates
the culture. The division between decision-making and execution is not as clear as in
the functional culture. Decisions are pushed down to the lowest level possible — often
to the individual performing the work. Priorities in the process culture are customer
satisfaction and reliability: giving customers what they want, and doing so consisently.
Organizational performance is measured in terms of quality and customer satisfaction.
Some of the key attributes of a process organization are maximizing customer satis-
faction, demonstrating understanding of the customer’s point of view, delivering
reliably on commitments to customers, continuously improving operations and

125 Thomas P. Flannery, David A. Hofrichter and Paul E. PlaReople, Performance and Pay: Dynamic
Compensation for Changing OrganizatigiNew York, NY: Free Press, 1996).
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gaining the confidence of customers. A process-based organization would be formed
in line with customer markets and structured around teams. The team would most
likely be cross-functional with a representative from every function that has an impact
on the final product or service.

In the time-based culture, work is designed around programs and project wor
groups that cross functional boundaries in order to reduce cost and get products 1o
market at an ever-quickening pace. Teams prevail in this culture; however, there s
still an emphasis on individuals developing multifunctional expertise and competen-
cies. Priorities in a time-based culture are flexibility and agility, followed by tech-
nology: being flexible and agile to adapt to changing market and customer needs,
and maintaining the technology necessary to stay on the cutting edge. Organizati
performance in time-based organizations is measured in terms of time-to-market gnd
economic valued added. Some of the key attributes of a time-based organization are
significantly decreasing cycle times, developing new products or services, maintajning
a high sense of urgency, capitalizing on windows of opportunity and adapting quickly
to changes in the business environment. Atime-based organization would be built
around flexible teams. The purpose of the teams would vary with changes in tech-
nology or general market strategy.

In the network culture, work is designed around alliances that bring together the
necessary proficiencies and competencies to successfully complete a specific venture —
for example, the development of a new product. Teams can prevail in this cultur
however, they are maintained only until the venture is complete — then the compagnent
members reassemble into different teams to meet the requirements of new ventures.
Priorities in a network culture are flexibility and agility, followed by customer respon-
siveness: being flexible and agile to adapt to changing market and customer needs.
Organizational performance in network organizations is measured in terms of ho
effectively people work together and time to complete the venture. Some of the key
attributes of a network-based organization are developing new products or services,
capitalizing on windows of opportunity, establishing new ventures or new lines of
business, building strategic alliances with other organizations and using resource
outside the organization to get things done. A network-based organization would|be
built around flexiblead hocteams. Teams would be formed around specific projects
or products and would last only until the projects were completed.

The work culture mechanism focuses on aligning the organization design wit
its priorities (for example, flexibility, reliability, customer satisfaction or technology).
It should be noted that any one organization may have different cultures for different
segments of the organization. For example, sales (recruiting, perhaps, in the casge of
the uniformed services) may have more of a process culture, research and develop-
ment more of a time-based culture, and finance and accounting may have more aof a
functional culture. The work culture mechanism requires senior leadership to, first,
set the vision, goals and priorities of the organization. Second, the senior leaders must
assess the culture extant in the organization. Third, they must determine the desjred
culture. Human resources may be enlisted to either perform the culture assessments
and organizational designs themselves, or oversee their performance by an outside
firm. The human resource management department should ensure the integration of
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the culture into the design of total remuneration, performance management, training
and development, and other human resource functions.

A central component of culture, in general, and of work cultures, as described here,
is behavior. Different work cultures require different behaviors; some of these are
delineated in the descriptions above. As with the other approaches, once these behav-
iors are identified, human resource management systems can be designed to evoke them.

Business Design

A fifth mechanism for aligning the organization, business design, is propounded
by Slywotzki.!?¢

Slywotzki argues that organizations can improve their performance if they employ
superior business designs. “A business design is the totality of how [an organization]
selects its customers, defines and differentiates its offerings, defines the tasks it will per-
form itself and those it will outsource, configures its resources, goes to market, creates
utility for customers, and captures profit . . . [Organizations] may offer products, they
may offer technology, but that offering is embedded in a comprehensive system of
activities and relationships that represent the [organization’s] business d&sign.”

The basic argument Slywotzki presents is that an organization controls the flow
of value. It can exist in three states: Value can flow into an organization, an organiza-
tion can maintain a constant level of value, and value can flow out of an organization.
How the organization’s business design “fits” with the environment determines the
flow of value. An organization whose business design is superior in satisfying cus-
tomer needs experiences an inflow of value; this happens when changing customer
needs are recognized early (or unmet customer needs are identified) and appropri-
ate changes are made to capture this value. An organization whose business design
is well matched to customer needs is stable. An organization that fails to identify
changing customer needs, and that continues to use a business design that has become
ineffective in meeting these needs, experiences value outflow. The author suggests
that an organization passes through these phases and that a successful organization
continues to reevaluate its business design in light of the changing environment,
changing that design in order to ensure continued value inflow.

Slywotzki argues that “constructing a business design requires making critical
choices along a number of dimensions. If the business design is to succeed, its ele-
ments must be aligned with customers’ most important priorities. . . . they . . . must
function as a coherent, mutually reinforcing wholé®”He suggests looking at the
fundamental assumptions concerning the customers (who they are and will be, how
their needs are changing and will change, etc.) and at the dimensions underlying each
element of the business design (for example, in organizational configuration, central-
ized or decentralized; pyramid or networked; and functional or lines of busiiess)

126 Adrian J. SlywotzkiValue Migration: Thinking Several Steps Ahead of the Compefiioston, MA: Harvard
Business School Press, 1996).

127 Slywotzki, p. 4.

128 Slywotzki, p. 25.

129 Slywotzki, p. 27.
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“While fundamental assumptions form the foundation for all business designs, oth
elements may be more, or less, crucial depending on the industry and the approa

of the management team. . . . In labor intensive businesses, the importance of the

organizational configuration and human resource policy may vastly outweigh that
of R&D.” 1%

This mechanism provides a strong customer focus. It is a dynamic approach
that calls for continuous monitoring of the environment. It, more than any of the g

mechanisms described above, emphasizes aligning all elements of the organizati n"ééf

a whole. Itis highly congruent with a contingency approach to strategic manager
It is a “resource-based” approach to strategic human resource management. Ang
desired behaviors can be seen to underlie this mechanism as well.

Summary of Operational Aligning Mechanisms

This report uses organizational strategy as the central theme of a process for alig
the policies and practices of an organization with its strategic ends. It focuses on
organizational strategies to demonstrate the process and to provide insight into th
effects of different policies and practices on the behaviors in an organization.

The “right” strategy is contingent on the purpose, mission and vision of the
organization, as well as the environment, the mission of the strategic subunit and
resources available. Once selected, the organizational strategy determines the ty
and behavior of people; the behaviors, in turn, determine the organizational struc
and the personnel management and reward systems.

There is no universal organizational strategy optimal for every strategic subunit

in an organization. That said, an effecubunitof an organization can have but a
singlestrategic focus. A subunit that attempts to be all things to all people will fail
to accomplish any of its strategies well; this is not a formula for a world-class orga
zation.*! A single strategic focus provides a well-defined vehicle for making the
difficult decisions within the subunit of an organization.

However, this should not be interpreted too narrowly. The report focuses on
“pure” organizational strategies as an expository vehicle for strategic focus. No
organization is likely to select a pure strategy. The “pure” organizational strategie
are presented as touchstones, or reference points; real organizations will develop
unique strategic intent that may contain elements of these “pure” strategies or oth
strategic foci based on the specific set of behaviors desired by the organization.

A single strategic focus for an organization as large and diverse as the Depar
ment of Defense will lead to an organization that is less effective than one with a
variety of strategic focuses for its subunits, all aligned under a corporate strategy
to accomplish the larger organization’s purpose, mission and vision. The followin
chapter describes the potential role of the department’s human resource leadersh
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in managing such an alignment.

130 Slywotzki, p. 27.
131 As Porter emphasizes: “Being ‘all things to all people’ is a recipe for strategic mediocrity and below-
average performance.” Porter (1985), p. 12.
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CHAPTER 4
THE ROLE OF THE HUMAN RESOURCE LEADER
IN THE 215" CENTURY

... some
organizations are
reinventing the
human resource
management
function with a
focus on strategy.

The human resource leader can serve various roles in the organization — adminis-
trator, functional expert, profit center, employee advocate, change agent, team builder,
organizational architect, source of competitive advantage through people, or strategic
partner or counselot. In most organizations, the human resource leader performs
several of these functions, with varying levels of emphasis.

This chapter considers the role of the human resource leader and of the human
resource management function — what it is and where it might be heading. Although
the role of human resource leaders, and of the human resource management function,
may vary between different parts or levels within the organization, the perspective
generally brought to bear is consistent throughout the organization. In other words, a
strategic perspective, for example, may be more apparent in the senior human resource
management positions in an organization, but it is unlikely to be an effective perspec-
tive if it is not understood and shared at all levels of the organization — even (perhaps
especially) at the operating level. Based on the discussion in the previous chapters,
this chapter argues for placing greater emphasis on the role of strategic partner.

The Focus of Human Resource Leaders

The internal focus of the human resource leader varies from organization to organi-
zation.? Historically, and in many organizations even today, the focus of the human
resource leader has been mainly administrative in nature. In other organizations, the
focus is primarily functional. Recently, in the midst of radical transformation, some
organizations are reinventing the human resource management function with a focus
on strategy?

t Arthur Yeung, Wayne Brockbank, and Dave Ulritltower Cost, Higher Value, Human Resource Function in
Transformation,"Human Resource Planningol. 17, No. 3 (1994), pp. 1-16.

2 To help an organization determine its human resource focus, the University of Michigan has developed and
conducted an extensive human resources role survey of senior executives and human resources professionals in
major organizations. (David Ulrich, “Creating Strategic Partners Out of HR Professionals,” presentation given at
the Society for Human Resource Management Annual Conference, August 1995.) Another way to determine the
focus of human resource management in an organization is to list the various roles, evaluate to what degree these
roles are performed internally by human resource personnel, and evaluate what roles are contracted out or largely
performed by external consultants or researchers versus being performed internally.

3 Edward E. Lawler Il Strategic Human Resources Management: An Idea Whose Time HasGzoree,
for Effective Organizations Publication G95-I (277) (Los Angeles, CA: University of Southern California,

January 1995).

51



8" Quadrennial Review of Military Compensation

Administrative Focus

The annual reports of many corporations assert that their human assets are their

important resource. Yet, recent studies of large corporations found the major focl
most of their human resource leaders is on administering and controlling the cost

personnel, health care and a host of other related mattersm the administrative

perspective, the aim of the human resource management department is to free th
managers (for example, production and sales) from having to consider these issu
and to reduce “wasted” internal energy. The human resource management proce
focus on such activities as establishing policies, procedures, and systems to collg

and monitor information related to better managing the cost of human resources

to ensure internal equity. Missing almost entirely from the list of the human resou

leader’s goals and objectives in such organizations are such key organizational p
mance areas as increasing human resource productivity, quality of organizational
output, or the ability of the organization to bring new products and services to mal

Functional Focus
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Other organizations employ a functional focus of human resource management, and

the literature in this field is dominated by articles and books that argue the primar

value of the human resource leader is as a functional specialist. From the functig
perspective, the human resource leader requires competencies in such specialtie

compensation, recruiting and training. This expertise helps an organization deve

competent work force that can execute a strategy. The human resource leader fg

on administration, benchmarking, and developing technical knowledge of the vari

specialties within the human resource management function. The human resour
management processes focus on such activities as building performance manage

capabilities, succession planning and extending a human resource management
network organization-widé.

Strategic Focus

An emerging third focus for human resource management is on designing human
resource management policies and practices to achieve organizational outcomes
to ensure the culture of the organization evolves to align or fit with the organizatio|
strategy and vision. This strategic focus starts with the view that the key to gainin
competitive advantage in many arenas rests in the capabilities that an organizatic
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4 Bureau of National Affairs, SHRM-BNA Survey No. 59, Washington, DC: BNA, 1994; and Edward E. Lawler

I1l, Susan G. Cohen, and Lei Chang, “Strategic Human Resource Management,” in Philip MirBsiildéhg

the Competitive Workforce: Investing in Human Capital for Corporate Su¢sessYork, NY: Wiley, 1993),
pp. 31-59. For many organizations compensation is one of the largest, if not the largest cost. In service
organizations it often represents 70 to 80 percent of the total cost of doing business. When training costs
and other human resource management costs are added to compensation costs, the total cost of human
resources is an even larger portion of the organization’s total expenditures.

5 P. EvansBusiness Strategy and Human Resource Management: A Four Stage Fram®&&kD Working
Paper, Fontainebleau, 1994; cited in Edward E. LawleBtthtegic Human Resources Management: An ldea
Whose Time Has Com@enter for Effective Organizations Publication G95-1 (277) (Los Angeles, CA:
University of Southern California, January 1995), Chart 2.
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From the
strategic
perspective, the
human resource
leader focuses
on improving

the organization’s
competitive
performance by
more productively
employing human
resources.

develops® Developing organizational capability means establishing “internal struc-
tures and processes that influence its members to create organization-specific compe-
tencies and thus enable the [organization] to adapt to changing customer and strategic
needs.” From the strategic perspective, the human resource leader focuses on improv-
ing the organization’s competitive performance by more productively employing human
resources® The human resource management processes focus on such activities as
developing the organization, leveraging competencies, managing learning linkages,
and leadership developmehtWith a strategic focus, many of the transactional

activities of the human resource management system become automated, stream-
lined, and reengineered, thus freeing human resource leaders for strategic challenges.
When human resource leaders are focused on organizational outcomes, their primary
concerns relate to ensuring (a) human resource management policies and practices
are fully integrated with the strategy and the strategic needs of the firm; (b) human
resource management policies and practices cohere both across policy areas and
across hierarchies; and (c) line managers and employees accept, adjust, and use
human resource management practices as part of their everyday®work.

A New View of the Roles of the Human
Resource Leader

David Ulrich has developed a framework that translates these three foci into four
roles that human resource leaders fulfill in a strategically oriented organiZation.
As suggested in Figure 8, human resource leaders must have both a day-to-day
(operational) and a future (strategic) focus. In addition, they must deal with both
process (structure) and people (feelings) issues. By constructing four quadrants
with these two axes, desired human resource management outcomes emerge —
build an efficient administrative infrastructure, increase employee commitment
and capability, align human resource management to the organization’s business
strategy, and create a renewed organization. This leads to four clearly different
roles for human resource leaders:

* Functional expert.
» Employee champion.
 Strategic partner.

* Change agent.

5 Edward E. Lawler Ill,The Ultimate Advantage: Creating the High Involvement Organiz¢8an
Francisco, CA: Jossey-Bass Publishers, 1992).

7 Ulrich and Lake (1990), p. 40.

8 lan Clark, “HRM: Prescription, Description, and Conceptsonnel Reviewol. 22, No. 4 (1993), pp. 17-25.

9 Evans, Chart 3.

10 Randall S. Schuler, “Strategic Human Resource Management: Linking the People with the Strategic Needs
of the Business,Organizational Dynamigsvol. 21, No. 1 (Summer 1992), pp. 18-32.

11 Ulrich (August 1995).
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Figure 8 — Roles of Human Resource Management

Functional Expert

Flexible human resource management tools allow operational leaders and managers
to develop, reinforce, and sustain the individual competencies and organizational
core competencies necessary to create and maintain organizational capability an
competitive advantage. The human resource leader must be able to design and
provide the tools needed by the various levels of leadership and management
within the organization. These tools include:

o

» Organizational structures (for example, decision authority, reporting
relationships, job design and communication flow).

» Personnel management functions (assessing, selecting, placing, training
and promoting).

» Compensation (including both extrinsic and intrinsic rewards).

Employee Champion

Employee benefits, incentives, education and team support must be in balance
with the demands placed on the employee. Human resource leader involvement
as employee champion is required in:

» Pay, benefits and incentives.

» Skills, education and training.
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As a strategic
partner, the
human resource
leader must
develop a set

of policies

and practices
that creates
organizational
unity — a shared
understanding
among employees
and customers of
how to go about
accomplishing

a strategy.

This report

is about the
processes and
activities of a
human resource
leader engaged
in the role of
strategic partner.

» Work environment.
» Close attention to the daily needs of employé&es.

True human resource leader employee champions protect and nourish employees.
They coach, listen and offer suggestions. Employee-championing actions are very
influential in building an enduring culture within an organizatidn.

Strategic Partner

As a strategic partner, the human resource leader must develop a set of policies and
practices that creates organizational unity — a shared understanding among employees
and customers of how to go about accomplishing a strafedje human resource
management strategy must identify and develop organizational and individual compe-
tencies that will yield and sustain a competitive advantage for the organization. This
requires dalancedemphasis on both strategy formulation and execution. This report

is about the processes and activities of a human resource leader engaged in the role
of strategic partner.

Change Agent

An organization’s capacity for change is based on individual workers’ capacity.
Individuals resist change when they lack information about its desirable outcomes,
especially when they fear some of those outcomes may affect them negatively. The
human resource leader can turn such resistance into increased capacity for change
by clearly describing the current state of the organization, defining the organization’s
vision and desired outcomes, developing a plan for change, deploying a set of policies
and practices congruent with the direction of changes, and managing the transition.
According to Ulrich, “Change is about managing what we know to what wé>do.”
Rewarding, Organizing and Managing People for th&dntury: Time for a Strategic
Approach — Part lll: Managing Changeldresses organizational change in greater depth.

Balance and Tension Among the Roles of
the Human Resource Leader

Within an organization, the four roles of the human resource leader depicted in

Figure 8 should be in balance. The strategic partner role tends to be in tension with

the employee champion role. Both are important but result in different perspectives
that must be developed and considered. Likewise, the change agent role tends to
conflict with the functional expert’s role. Again, both tend to result in different
perspectives concerning key decisions. An effective human resource leader and an
effective human resource management function must find the appropriate balance of
these roles, a balance that best enables the alignment of human resource management
policies and practices with the organization’s desired strategy.

12 Ulrich (August 1995).

13 Nick Debnath, “Teams Can Do Best in Empowered Organizations,” IntéTiGaR& C Working Paper, 1995, p. 2
14 Ulrich and Lake (1990), pp. 38-39.

15 Ulrich (August 1995).
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What Do Human Resource Leaders in the
Uniformed Services Do Today?

Most human resource leaders perform activities consistent with each of these roles.
However, managers in organizations with a strategic focus will find more of their
activities supporting particular roles (strategic partner and change agent) than manag-
ers in organizations with a traditional focus. Even so, managers in organizations with

a strategic focus will continue to engage in activities that support the role of functional
expert and employee champion.

1%

Where do human resource leaders in the uniformed services fall in this taxonpmy?
The answer to this question is informed by considering the kinds of activities that [such
leaders engage in today. Although not intended to be a complete listing of the activi-
ties, Figure 9 suggests that heavy emphasis is placed on the roles of functional expert
and employee champion.

Effective use
of force

Provide

policies for

structure
total force Strategic Respond to
mandated
Participate A changes
Meet force in PPBS
structure
. P Peopl
requirement N o < . - People
Functional Service Sol ”
Manage UEC 'Ota - olve sc;,;rwce
life cycle Xper ; member
y Enforce Champion problems
endstrength - Support
= Provide cu?tpure Y Pay and
Administer personnel ) QOL
compensation expertise Operational advocate Ensure
: m Maintain fair
Respond to Provide internal member

inquiries training,
education,

expertise

treatment

equity

Figure 9 — What Do Human Resource Leaders Do Today?

How might this picture look if the human resource leaders in the uniformed
services emphasized more of a strategic focus? Figure 10 abditional activities
that such a human resource leader might engage in. A greater emphasis on a stfategic
focus would require activities supporting not only the role of strategic partner, but
the role of functional expert, as well, activities requiring a functional expertise but
oriented toward the strategic ends of the organization.
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Figure 10 — WhaElse Might Human Resource Leaders Do?

growing number
of successful
organizations that By shifting emphasis toward a more strategic role for the human resource leader,
have reoriented the uniformed services would be among a small but growing number of successful
the focus of their organizations that have reoriented the focus of their human resource leaders. But this
human resource shift in emphasis — or more correctly stated, this additional emphasis — will come only

leaders. as the result of engaging in additional activities. Is this worth the effort? The next
chapter discusses the benefits of taking a strategic approach to human resource
management.
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CHAPTER 5
THE CHALLENGE: A CASEFOR STRATEGIC
HUMAN RESOURCE MANAGEMENT

. .. ho other
function has the
pervasive scope

of effect of the
human resource
management
function on
organizational
performance.

| don’t think anybody, especially the top leadership, discussed what they
want the [military human resource management] system to do. | never
remember a discussion, certainly since I've been a chief, or personne
chief, on what it was we wanted this system to do. Never.

— Admiral Jeremy M. Boorda
Chief of Naval Operations
United States Navy

Though other functions, such as information systems, acquisition, and finance, reach
across the enterprise, no other function has the pervasive scope of effect of the human
resource management function on organizational performance. This influence stems
from the ability of the human resource management system to influence the organi-
zational performance directly through its people and the ability to magnify the effec-
tiveness of other processes and systems in the organization. Two perspectives (one
resource-based, the other organization-based) capture the influence of the human
resource management system, an influence materially enhanced by taking a

strategic perspective.

From aresource-based perspectjtbe overall resources of an organization can

be thought of as having several components: the resources directly devoted to support-
ing the human resource management function (generally a minuscule portion of the
total resources), the actual human resources of the organization (the largest single
category of resources in many organizations, including the uniformed services) the
resources affected by human resources (the effectiveness of which is influenced by
how people use them), and other resources. The relationship of these resources is
shown notionally by the rectangles in Figure1.

Taking an operational focus, the human resource management function can
clearly influence all, or nearly all, of the human assets of an organization (as well as
some of the other assets in terms of how effectively they are employed). For organiza-
tions composed mainly of human assets, this may be sufficient — simply directing the
functional expertise toward making the human assets more efficient. However, for
organizations where human assets are but one part, perhaps an equal or lesser part, of
the overall resources of the organization, how effectively human assets are employed

! From remarks given at the Forum on Strategic Human Resource Management, February 14, 1996, Washington, DC.
2 This framework is based on a conversation with Bill Blackwood, The Hay Group.
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affects the return on the other assets of the organization, as well. In the latter case
which the uniformed services fall), a strategic focus (oriented toward motivating th
behaviors needed to most effectively employ the other assets of the organization) ex
the influence of the human resource management function. It requires deliberate
shaping human resource management decisions to effect desired outcomes of th
organization — as opposed to desinedhan resource managementtcomes. This

is the focus of a strategic partner role for the human resource management funct

Strategic
Focus Organizational Resources
Resources affected
/ by human resources
Functional
Focus Human
resources

Human

resource _I

function

Figure 11 — The Reach and Influence of the Human Resource Management System: A Resource-ba:

Figure 12, adapted from Portéillustrates the reach and influence of the humar
resource management system within a large organization like the Department of

(into

e

pands

ly . . . a strategic

e focus . . . expands

the influence
onof the human

resource manage-

ment function.

sed View

Defense from aorganization-based perspective

3 Porter (1985), p. 37.
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Figure 12 — The Reach and Influence of the Human Resource Management System:
An Organization-based View

The human resource management function, the information management
function, the acquisition function, the finance function, and other functions exist
as organizational entities themselves and influence the effectiveness of most
(or all) of the specific subunits within the Department of Defense, as well as
the Department of Defense as a whole.

Although other functions influence the effectiveness of the human resource
management function, the relationship is not symmetrical. In other words, the
influence of the human resource management function on the other functions
is greater than the influence (though positive) in the other direction.

The degree of influence of the different functional aseaess the subunitsf
the organization will depend on the organization. For example, in some organiza-
tions, the information management function will play a major, if not dominant, role;
in other organizations, it may have a minor role; in still other organizations, the
information management function may play a greater role in some parts of the
organization than in others.

For the human resource management function, however, the influence it exerts
on the effectiveness of the overall organization is much more pervasive; people inter-
act with all the systems and processes throughout the organization. Changes, particu-
larly major changes, to those systems and processes require different behaviors from
the people who use them. If those changes in behavior are not forthcoming, the
changes in systems and processes will fail to provide the improvements sought —
and paid for.
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Benefits of Strategic Human Resource
Management

In the context of the above discussion, successful organizatimosea strategic
approach to human resource management for three primary reasons. Strategic
human resource management:

» Facilitates major change in strategic direction — by directly and indirectly
influencing organizational culture.

Makes leaders more effective — by communicating and reinforcing the
commander’s intent.

Enhances organizational performance — by identifying changes in the
human resource management system required to support other organiza-
tional initiatives.

Bennis and Nanusdefine “a successful leader as one whabie to transform an

organizationwhen situations call for such action.” Transformations are fundamental

changes in strategic direction, thus falling in the first category of reasons to choos
strategic approach. Organizations resist these kinds of changes as a matter of c(
Human resource management systems can inhibit change, at best, and prevent @
at worst, if they are not modified to conform with the often dramatically different
behaviors required of the members of the organization. The uniformed services 3
considering what may be fundamental changes in direction (for example, Joint Vig
2010, Force XXI, and Air Force 2025). Through the force of leadership, these
changes will undoubtedly be accomplished. However, to achieve these changes
quickly or to ensure these changes reach their full potential, the human resource
management system must change. From this perspective alone, the uniformed s
vices should choose a strategic approach to human resource management.

From the perspective of the second category of reasons for choosing a strate
approach, leaders, according to Otinfluence the attitudes, beliefs, aadpecially
the behavioof one or more other people.” How well members of the organization
respond to the influence of the leader determines, in (large) part, how effective th
leader is. The human resource management system can influence the behavior
members of the organization, as well, and, if designed to achieve the behaviors s
by the leader, can free the leader to devote his or her talents to other tasks — that
systemgan not accomplish — improving overall organizational effectiveness.

Finally, from the perspective of the third category of reasons for choosing a st
tegic approach, leaders are accountable for implementing changes to policies, pr
tices, processes and systems — many of which are initiated from outside the hum

itary Compensation

Human resource
management
systems can
inhibit change, at
best, and prevent
change, at worst,
if they are not
modified to
conform with the
o) Often dramatically
e gifferent behav-

yurigs required of

h atﬁsemembers of
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ire
5ion

more

er-The human
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JiCmanagement
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to achieve the

f ‘g’eehawors sought

a)

U Htthe leader, can
tee the leader to
devote his or her
talents to other
[A-tasks — that
ACsystems can not
aNaccomplish . . .

resource management function — designed to enhance organizational performand

4 Warren G. Bennis and Burt Nanlk®aders: The Strategies for Taking Chaftfew York, NY: Harper & Row,
1985); cited in J. Steven Ott, e@lassic Readings in Organizational Behav{Belmount, CA: Wadsworth
Publishing Company, 1989), p. 244.

5 J. Steven Ott, edClassic Readings in Organizational Behav{Belmount, CA: Wadsworth Publishing
Company, 1989), p. 244 (emphasis added).
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. . . changes (and
leaders) often fail
to attain the
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inability) to
change the
human resource
management
system to
motivate different
behavior.
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strategic direction
is especially
difficult to
accomplish
because it
requires, in most
cases, systematic
change across all
the functions
and systems

and processes
within the
organization . . .

Although the resistance to these changes is often less than the resistance to fundamen-
tal changes in direction, these changes (and leaders) often fail to attain the claimed
benefit because of the failure (or inability) to change the human resource management
system to motivate different behavior.

In summary, leading effectively in the continuously changing environment —
whether in the context of major change in strategic direction, of daily operations or of
changes to policies and practices affecting how people interact with the processes and
systems of which they are a part — demands leaders “wring every owsqeability
from every available source’”According to Lawler! “[tlhe human resource manage-
ment function is in the best position to assess the performance capabilities of the
organization and to understand how they can be enhanced and changed.” A strategic
approach to human resource management providgsdbesso do this by aligning
the behavior of the members of the organization to any or all of these requirements.

Strategic Human Resource Management
Facilitates Major Change In Strategic Direction

The time to think about change is when you're at the top of the game,
because at that time you have alternatives. Don'’t wait until you're on the
downside and get forced into a crisis and into decisions that may not e
the best.

— General Richard D. Hearney
Assistant Commandant
U. S. Marine Corp$

The most significant change an organization can make is to embark on a new strategic
direction — to design the future. Such a change can manifest itself in redefining what
business the organization is in, envisioning what it will look like in the future, chang-
ing its mission, accommodating to a dramatically different environment, regenerating
its core competencies, changing the culture of an organization or all or any combina-
tion of the above.

Change in strategic direction is especially difficult to accomplish because it
requires, in most cases, systematic change across all the functions and systems and
processes within the organization (human resource management, financial manage-
ment, information management, acquisition, etc.). Failure by any one function, system
or process to promote the desired organizational change seriously impedes the organi-
zation’s ability to change direction. A strategic approach scrutinizes the functions,
systems and processes and redesigns them, not just to remove obstacles, but to enhance

6 U.S. Joint Chiefs of Staffloint Vision 201qWashington, DC: Joint Chiefs of Staff, July 1996), p. 8
(emphasis added).
7 Lawler (January 1995), p. 15.
8 From remarks given at the Forum on Strategic Human Resource Management, February 14, 1996, Washington, DC.
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the likelihood that the change will succeed. According to Lawt§F]lhe most
important role of the [human resource management] function is to design human
resource management systems which interface effectively with the other systems
in an organization in order to produce the desired organizational performance.”

The strategic approach to human resource management focuses on achieving

organizational outcomes through the powerful and effective influence of the human
resource management system. Compensation, for example, is one of the most vjs

components of the human resource management system; changes to the way or

tions compensate people grabs their attention. “In most organizations, people won'’t

believe that you are serious about major change until you start to change the comp

tion system . . . changing compensation . . . is one of the keys to changing beRavijor.

Organizational design is another visible component of the human resource m
agement system. From an organizational perspective, the critical factor in human
performance “is the structure in which we ask our people to operate. The most b
management decision we make is how to organize oursetves.”

Performance management, specifically appraisal, provides members of the
organization explicit feedback on the value of their contribution to achieving orgar
zational outcomes. “A performance appraisal system makes explicit what constitt

The strategic
approach to
human resource
Sta?é@agement
ocuses on
it%hiev.ing. stated
ja I%rzgdqmzatlonal
Loutcomes
onifyough the
powerful and
‘effective influence
aNof the human
resource manage-
Asiment system.

i- Major change
utem strategic

effective and efficient behavior on the part of an individual employee that is critical direction requires

to implementing the strategic plai?®’

Major change in strategic direction requires deliberate, calculated examinatiof
fundamental choices about organizing, managing, and rewarding people, choiceg
determine the organization’s (unit's) performance capabilitfes.

Historically, major change in direction for the uniformed services occurred
infrequently.** The environment was relatively stable. Many declare the environ-
ment is changing much more rapidly today and “[a]ccelerating rates of change wi

. . . fundamental

10q;hoice.s'about

tn¥fganizing,
managing, and
rewarding
people . . .

make the future environment more unpredictable and less st&blhtee current

9 Lawler (January 1995), p. 15.

10 Sandra O’Neal, “Reengineering and Compensation: An Interview with Michael Hammer,” American
Compensation Association Journal, Vol. 5, No. 1 (Spring 1996), p. 9.

1t Merrill A. McPeak, “Organize, Train, and Equip,” in Selected Works: 1990-1994 (Maxwell Air Force Base,
AL: Air University Press, August 1995), p. 59.

12 Charles Fombrun, Noel M. Tichy and Mary Ann Devanna, Strategic Human Resource Management
(New York, NY: John Wiley and Sons, 1984), p. 88.

13 According to Edward Lawler, performance capabilities are “those competencies which an organization has
that allow it to perform in strategically important ways.” Lawler (January 1995), p. 3.

14 An example of major change in direction: “The Army leadership in the 1930s had to think not just about the

revolutionary implications of the tank, but also of ways to mass produce tanks, train people to repair them,

and leverage off other parts of the enormous (relative to Germany and Japan) U.S. industrial base to produce

a congruent force structure with a tooth-to-tail ratio that made sense. In the 1930s the Army found itself in
world where (1) technology in the form of the internal combustion engine created new opportunities for
fundamental changes in military strategy and tactics; (2) international relations among states were turning
a more predatory structure with the rise of the communist and fascist dictatorships; and (3) the industrial

a

to

structure of the United States was changing to permit dramatically new and increased kinds of mobilization,
as well as a newly skilled type of soldier who could read, drive a truck and follow complicated orders.” Paul

Bracken and Raoul Henri Alcala, “Whither the RMA: Two Perspectives on Tomorrow’s Army,” U.S. Army
War College, July 22, 1994, p. 2-3.
15 U.S. Joint Chiefs of Staff, Joint Vision 2010, p. 8.
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The objective
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approach to
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ment system.
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management
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management
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desired behav-
fors, enhancing
the likelihood
the change

will succeed.

Department of Defense initiatives respond to changes in the environment. Each is
sponsored by the most senior leaders in the Department of Defense, and each effort
reflects fundamental change in the strategic direction of the Department of Defense
(see Appendix Il for a more detailed discussion):

» Joint Vision 201(aints a picture of more effective joint operations in
an information rich environment.

» Force XXlreflects a change in operational doctrine designed to capitalize
on technology and the competitive advantage it delivers on the battlefield.

» Air Force 2025s a developing picture of what the Air Force of the future
may look like.

All three initiatives rely heavily on human resources, on people, to achieve the
intended effect; all express the critical requirement for “quality” people in the respec-
tive image of the future and expand significantly on what quality will mean in the
context of that image. However, none has asked: “What changes are needed in the
human resource management system to accomplish this end?” A strategic approach
to human resource management will move the services to these alternative futures
more quickly. Such an approach is necessary if these initiatives are to realize (and,
perhaps, exceed) their expectations.

How Can the Human Resource Management System
Facilitate Change?

To enable the human resource management system to facilitate organizational change,
human resource leaders must actively participate in the organization’s strategic plan-
ning process. They must help identify the desired change in direction and the desired
behaviors and outcomes. The objective of a strategic approach to human resource
management is to focus the behaviors of all the members directly on achieving stated
organizational outcomes through the powerful and very visible influence of the human
resource management system. This makes human resource management leaders
valuable partners in identifying, as well as facilitating required change.

A change in organizational direction requires systematic change across all the func-
tions, systems and processes within the organization, including the human resource
management function, its systems, and its processes. Early and active participation
in establishing the vision and organizational direction prepares the human resource
leaders to design a human resource management system aligned with the vision, the
organizational direction and strategy. Employing a strategic approach to human
resource management produces a human resource management system that identi-
fies, communicates, and reinforces the desired behaviors, enhancing the likelihood
the change will succeed.
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Strategic Human Resource Management
Enhances Leader Effectiveness

A strategic approach to human resource management enables leaders to decide

they want the human resource management system “to do” and to translate those

decisions into day-to-day actions that influence the overall effectiveness of the un
formed services. Leaders who take a strategic approach design their organizatio
around the confluence of their visions and certain features of the external environ

what
i-
ns

menaders who

that they must accept. A strategic approach to human resource management maketake a strategic

possible for leaders to design the future; and “[i]t is easier to design the future tha
is to predict it.”*® To design the future, however, requires a firm idea of what the
future should look like.

How Can the Human Resource Management System
Enhance Leader Effectiveness?

A strategic human resource management system continuously and systematically
reinforces the commander’s intent, thereby enabling leaders to redirect time and
energy toward activities that only the leader can accomplish in pursuit of the orga
zation’s strategic objectives. The system provides the behavioral guidance and
tangible reinforcement focused on strategic objectives. For example, an opera-
tional unit leader who wanted to increase organizatiadaptability might

make the following strategic choices in designing a human resource manage-
ment system:

* A moderately flat organizational structure, which increases adaptability
by decreasing layers without diminishing reliability and responsiveness.

» Holistic jobs, which rely more on self-management, responsibility and
collaboration.

* Increased reliance on an external labor market (increased utilization of
reserves, for example, perhaps in notably different ways).

» More balanced emphasis on both horizontal and vertical career developme
which increases adaptability by providing different or multiple career paths.

» More balance between evaluative and developmental appraisals, which leaj
to performance feedback and encourages skill development.

» Group or team appraisals in conjunction with variable pay for teams, which
encourages collaboration and conformity to group norms, which leads, in
turn, to increased reliability and responsiveness.

» Stronger emphasis on group training, which reinforces collaboration and
conformity to group norms, which, in turn, leads to higher levels of

n i@pproach design
their organiza-
tions around the
confluence of
their visions and
certain features
of the external
environment that
they must accept.

reliability and responsiveness.

16 Bracken and Alcala, p. 1.
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To the extent that
all the policies
and practices in
a strategic human
resource manage-
ment system are
designed to
achieve organi-
zational goals,
leaders are freed
from tasks the
system itself

can perform.

» Heavier emphasis on paying for skill, which rewards skill development and
learning, with a small component of variable pay to incentivize performance
to the extent it does not detract from commitment.

» Compensation based equally on individual and group performance to
incentivize skill development and learning as well as adaptability,
plus a strong emphasis on internal equity.

To the extent that all the policies and practices in a strategic human resource
management system are designed to achieve organizational goals, leaders are freed
from tasks the system itself can perform.

As others suggest, leaders can rely on the system to produce and reinforce the
behaviors identified as critical for organizational success. “According to General
Electric’s chairman, Jack Welch, if you define the right tasks (job design), put the
appropriate persons in charge of them (assignment), and back them up with the right
kind of reward system (rewards), you do not need to be a good manager to obtain
excellent results (organizational performancé).A strategic approach to human
resource management enables key leaders to extend their leadership influence by
designing and applying a human resource management system tailored to their
specific organization’s strategic objectives.

Strategic Human Resource Management
Enhances Organizational Performance

Focusing all the functions, systems and
processes of an organization on achieving
its stated outcomes enhances overall
organizational performance.

Congressional Intent

In passing the Government Perfor-
mance and Results Act, Congress
recognized its ability to make sound
decisions was hampered by the lack

o

Demands for accountability have place
government activities under greater publig of solid financial and performance
scrutiny than ever before. The Govern- information. Although Congress
ment Performance and Results Act of 1993 receives adequate information on
and the National Performance Review V‘{hat agencies are glomg, it is pro-
most forcefully demand enhanced organi- vided little information on the results

_ or outcomes of agency programs.
zational performance and results. In recefit congress plans to exercise a central
years, the Department of Defense explored role in ensuring the agencies establigh
an integrated framework for strategic mant appropriate strategic goals, define

agement, the Enterprise Management ang Proper performance measures, and
Planning system develop useful performance informa-

tion to meet both con-gressional and
executive branch need§.

TheGovernment Performance and
Results Acof 1993, designed to reform

17 Hax and Majluf, p. 347.

18 U.S. General Accounting Officéjanaging for Results, Critical Actions for Measuring Performance
(GAO/T-GGD/AIMD-95-187) (Washington, DC: U.S. General Accounting Office, June 20, 1995), preface.

19 U.S. General Accounting Officdransforming the Civil Service: Building the Workforce of the Future
(GAO/GGD-96-35) (Washington, DC: U.S. General Accounting Office, December 1995), p. 10.
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accountability and improve the effectiveness and efficiency of programs within the
federal government, mandates enhanced performance across federal agencies. [This
act requires federal agencies, including the Department of Defense, to submit to the
Director of the Office of Management and Budget and to the Congress a five-yeat
strategic plan no later than September 30, 1997. The strategic plan must contain),
“(1) a comprehensive mission statement covering the major functions and operations
of the agency; (2) general goals and objectives, including outcome-related goals and
objectives, for the major functions and operations of the agency; [and] (3) a descrip-
tion of how the goals and objectives are to be achieved, including a description of the
operational processes, skills, and technology, antuhean capital, information, and
otherresources required to meet those goals and objecti##e3 his act (known as
“The Results Act” in Congress) also requires each agency, beginning with fiscal year
1999, to prepare an annual performance plan covering each program in the agengy’s
budget. The plan, “shall (1) establish performance goals to define the level of peffor-
mance to be achieved by a program activity; (2) express such goals in an objective,
guantifiable, and measurable form . . . ; [and] (3) briefly describe the operational
processes, skills and technology, andithman capital, information, or other
resources required to meet therformance goals ?* The first reports on program
performance — of success or failure to meet goals and objectives specified in the
previous year’s plans — are due to the President and the Congress no later than
March 31, 2000.

The Government Performance and Results Act is the legislative authority for
implementing the recommendations of the National Performance Review through
out the federal government.

TheNational Performance Revidi@cused national attention on improving
organizational performance across the federal government. It promotes “[a]dapti
best practices, from wherever they are created or discovétén gnhance organiza-
tional performance. It recently developed a classification scRdoregovernment
processes based on four broad categories of processes which all government agencies
perform: establishing direction, acquiring resources, providing capabilities and
executing the missioi*

=}

g

TheEnterprise Management and Planniggstem is a comprehensive tool to
examine fundamental issues linking warfighting requirements and supporting fun¢
tions across the Department of Defense. It is basedoss-functional, horizontal
core processes and vertical integratjonfacilitates establishing performance mea-
sures and linking strategy to budget, resulting in a capability to focus all defense

20 Government Performance and Results Act of 1993, P.L.103-62, Section 306 (a) (emphasis added).

21 Government Performance and Results Act of 1993, Section 1115 (a) (emphasis added).

22 U.S. Office of the Under Secretary of Defense, Comptroller, Memorandum for Directors of Defense Commissary
Agency, Defense Finance and Accounting Service, Defense Information Systems Agency, Defense Logistics
Agency, Defense Printing Service, Defense Mapping Agency, and Commander, U.S. Army Corps of Engineers,
Subject: “Government Process Classification Scheme” (Washington, DC, June 5, 1996), with attachments.

2 Current and emerging information technologies enable this framework to accelerate the sharing and search for
benchmarks and best practices within and between government agencies, all focused on enhancing organiza-
tional performance.

2 U.S. Office of the Under Secretary of Defense, Comptroller.
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resources on existing and emerging mis-
sions (organizational outcomes). This
strategic approach to management offers
Department of Defense leaders an oppor-
tunity to practice management techniques
employed by industry leaders as they
reengineer their enterprises to enhance

Some believe that implementation

of the Government Performance and
Results Act will be a major change, a
radical as the planning, programming
and budgeting system was in the earl
1960s, in the way the Department of
Defense does business. “[M]Janageme

o

style must be realigned to incorporats
output-oriented objectivesnd the
costto achieve them. . into the
decision process. It would no longer
be acceptable to state . . . the forces
are ready . . . instead, the objective o
the department with respect to force
planning may well be . . . ‘X’ amount
of forces, over ‘y’ period of time, to
achieve ‘'z’ objectives are proven to
be ready and have a cost component
of ‘w.” [Another way to express the
change is to look at a combat division.
A] combat division would be funded
(manned, equipped, and trained) to
achieve [a set] readiness level. This
requires aspecific definition of
[readiness levels] It would no longer
be sufficient to just describe miles
driven or hours flown as a sufficient
measure of readiness®

organizational performance, to more effect
tively and efficiently meet the needs and
expectations of stakeholdef?.

How Can the Human
Resource Management
System Enhance
Performance?

A strategic approach to human resource
management will propel the department a|
long way toward meeting these legislative
requirements to enhance performance.

The Government Performance and
Results Act requires “a management stylg
that incorporates output-oriented objec-
tives and the cost of achieving them into
the strategic planning and decision pro-
cess.” A strategic approach focuses all
of the elements of the human resource management system on achieving stated,
measurable organizational outcomes. A strategic approach compels human resource
leaders consciously and purposefully to establish organizational design, compensa-
tion, staffing, developing and performance management policies and practices tailored
to achieve the desired organizational outcomes. The approach fits exactly the legisla-
tive mandate.

Human resource leaders must partner with commanders to establish objective,
guantifiable and measurable performance goals and to develop both performance
measures and indicators. They must collaborate to establish human resource man-
agement policies and practices that systematically and continuously communicate
the importance of these performance measures to service members. For example,

% The proposed Enterprise Management and Planning system is consistent with other strategic approaches to
managing the enterprise examined inGiadrennial Review of Military Compensatidtewarding, Organizing
and Managing People for the 2Century: Time for a Strategic Approach — Part I: A Strategic Perspective
(Washington, DC: BQRMC, June 30, 1997), Chapter 2. It relies on shared vision translated into strategies,
goals and objectives and focuses on the organizing mechanism of core processes. The approach exactly fits
legislative mandates established by the President and Congress requiring the uniformed services to move
toward some type of strategic, total organization-wide management approach.

%6 CALIBRE Systems, work associated witefense Enterprise Planning and Management: A Guide for
Managersworking draft under the auspices of the Assistant Secretary of Defense, Command, Control,
Communications & Intelligence (IM) (Washington, DC, March 11, 1996).
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performance counseling communicates performance measures (expectations) to
individual service members at every level of the organization while providing con-
structive feedback about their performance. Reward policies and practices must
reinforce performance outcomes.

Human resource leaders play a key role in identifying skill and human capital
requirements as well as specifying the operational processes required to achieve

itary Compensation

The human

performance goals. “Organizations rarely think about their ‘ability to perform as an resource manage-

organization’ as a competitive advantage, yet, an organization’s ability to organize
and manage is, perhaps, the last source of sustainable competitive advahtage.”
Lawler calls “those competencies which an organization has that allow it to perfor
in strategically important waysyganizationalcapabilities. . . They rest in multiple
systems and in multiple parts of an organization; they rest in the management sy
an organization creates and in the knowledge and understanding of employees a
how the organization works and how to get things dofie.”

The human resource management system is the very heart of the multiple syste
in organizations. It exists to channel the individual potential, much of which is laten
in every organization, into organizational achievement, to capitalize on the knowle
skills, capabilities and motivations people bring to the organization. Research ang
empirical evidence cited throughout this report demonstratetitidamental choices

ment system . . .
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ievement, to
q glc< pltalize on the
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about organizing the enterprise and managing people affect performance capabilitie

In other words, organization structure and design decisions (such as steep versus
structure) and compensation and appraisal decisions (such as paying for performan

versus paying for longevity and individual versus team/group evaluation) contribu
directly to the kinds of individual and organizational behaviors needed.

The Government Performance and Results Act requires a fundamental chang
the way organizations do business; it requires the people in the department to fodg
outcomes instead of the traditional focus on inputs and outputs. The preliminary
implementation plan for the Government Performance and Results Act recognize
“[flor managers, the human resources dimension will become even more critical.
Meeting performance targets is not a solo endeavor, and by failing to join all staff
a collaborative, participative effort to improve performance, performance is unlike
to improve.”® Focusing on outcomes — a major change — requires organizations {
identify different measures of success; it requires changing systems, processes 4
functions to focus on outcomes. The Act ultimately requires changes to the humg
resource management system to motivate the different behaviors associated with
new organizational focus on outcomes. As stated earlier, a strategic approach to
human resource management focuses all the policies and practices on achieving
desired organizational outcomes. Designing pay, performance evaluation and pr¢
tion policies to motivate behaviors associated with desired organizational outcom
is key to enhancing organizational performance and a critical factor in successfull

fl ?ople bring to
i g organization.

e

e in

us on

draft

5, Focusing on
outcomes -

in a major change -

y requires organiza-

o tions to identify

nddifferent measures

\n of success; it

a requires chang-
ing systems,

thprocesses and

vmiunctions to focus

BS 0N outcomes.

y

implementing the Government Performance and Results Act.

27 Lawler (January 1995), p. 4.

28 Lawler (January 1995), p. 3.

2 Government Performance and Results Act of 1993. P. L. 103-62 Implementation Plan (Preliminary Draft),
August 4, 1993, p. 6.
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APPENDIX |
ADDITIONAL PERSPECTIVES ON STRATEGY

Various perspectives of strateggnable an organization to shape its perspective of
a strategic approach.

1. Strategy establishes the organizational purpose in terms of long-term objec-
tives, action programs and resource allocation priorities. This is the tradi-
tional view. From this perspective, the organization definlesg-term
objectives; establishes and aligns a numbeaciion programs that will
achieve the objectives (normally short term in nature); and allocates human,
financial, technological and physical resources based on priorities that are
consistent with the importance of objectives and programs.

2. Strategy defines the businesses the organization is in or intends to be in; this
concept is segmentation. Segmentation is the process of visualizing the pur-
pose of an organization and interpreting it in terms of a number of specific
tasks, which are executed at different units in the organization. The classic
approach to segmentation focuses on end products or services. Recently,
organizations began adapting other approaches to segmentation that focus
on core products, unit processes anghnizational capabilities. These
new approaches are more relevant to the uniformed services.

3. Strategy responds to external opportunities and threats, and internal strengths
and weaknesses, in order to achiegestainable competitive advantage
Organizations think of competitive advantage as achieving a more favor-
able position than key competitors in all operations in which it participates.
Strategy enables organizations both to respond to threats and opportunities
presented by the environment and to adapt to changing demands from the
environment. This perspective produced the concept of subunit strategy
and its three areas of focus: the subunit as the central subject of analysis,
key environmental trends and internal competencies that provide a way
for the subunit to achieve its mission in the most effective manner.

4. Strategy defines managerial tasks with corporate, subunit and functional
perspectives. Theorporate strategydeals primarily with the definition of
the overall mission of the organization, the validation of requirements emerg-
ing from subunits and functions, the identification and exploitation of linkages
between distinct but related subunits and the allocation of resources with a
sense of strategic priority. Tlsebunit strategyincludes all activities neces-
sary to enhance the ability of each subunit to accomplish its mission. The

! Hax and Majluf, p. 14.
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functional strategy develops functional competencies in finance, administrat

tive infrastructure, human resources, technology, procurement, logistics,
manufacturing, distribution, marketing, sales and services needed to
achieve corporate and subunit strategies.

. Strategy develops coherent, unifying and integragtateerns of decisions For
example, Andrews views corporate strategy as “the pattern of decisions
in a company that determines and reveals [the organization’s] objectives,
purposes, or goals, produces the principal policies and plans for achieving
goals, and defines the range of business the company is to pursue, the kin
economic and human organization it is or intends to be, and the nature of t
economic and noneconomic contribution it intends to make to its sharehold
employees, customers, and communitiésSimilarly, according to Bryson,
“Everyone already has a strategy . . . pattern across purposes, policies, prg

those
] of
he
ers,

grams, actions, decisions, or resource allocations,” and strategy is “the pattern .

.. that defines what an organization is, what it does, and why.”

The organization formulates comprehensive and integrative plans that
ensure achievement of the basic objectives of the entire organization.
Strategy in this perspective emerges from what the organization does.

. Strategy defines theconomic and noneconomic contributionghe organi-
zation intends to make to its stakeholders. Stakeholders include everyone

who receives benefits or sustains the costs that result from the actions of the

enterprise (leaders, customers, communities and employees).

. Strategy expresses thieategic intent of an organization. Its focus is on
placing the organization in a position of leadership and establishing ways tg

measure its progress. It creates a sense of urgency and focuses the organi

zation on what it takes to excel.

. Strategy develops tleere competencies of the organizationCore com-
petencies cut across subunits of the organization. Therefore, this perspect
places the central focus of strategy at the corporate level, specifically in ter
of developing and nurturing core competencies.

. Strategy invests tangible and intangible resources to develop the capabilitie
that ensure a sustainable competitive advantage. This perspective asserts
that the sources of competitive advantage depend atetleopment of
resources and capabilitiesn the firm. This resource-based view is the
newest trend in strategic approaches and strongly informed the discussion
of a strategic approach to human resource management developed in
Chapter 5.

ns

£S

The management literature applies various labels when describing a strategic

approach — for example, strategic planning, strategic orientation, futuring and strgtegic

management. A brief discussion of these and other terms, from the perspective of
various authors, is provided below.

2 Andrews (1980), p. 18.
3 Bryson, p. 163.
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Appendix | — Additional Perspectives on Strategy

Some argue the key to organizational success is not in developing plans but in
establishing a way of thinking and acting strategicallginking strategically is the
act of conceptualizing issues surrounding fundamental questions about the organiza-
tion, its structure, its strategy, the capabilities of its people and its relationship to its
environment.Acting strategically is the act of implementing decisions made as a
result of strategic thinking. This report creates the template to guide the transfor-
mation of these concepts (thinking and acting strategically) into joint organiza-
tional capabilities.

Strategic planningis “a disciplined effort to produce fundamental decisions and
actions that shape and guide what an organization is, what it does, and why it does it.”
It can enhance communication and participation, allow for the consideration of
different interests and values and foster systematic decision making and successful
implementation? Also, “[s]trategic planning is a disciplined and well defined organi-
zational effort to define a long-term direction for change, and a short-term operating
framework for addressing that change. It produces fundamental decisions and actions
that shape and guide an organization, its activities, and its purposetice the
emphasis orchange. The implied purpose of strategic planning is to prepare to
address change; without change, strategic planning would be unnecessary.

“A strategic orientation involves developing a long-term vision and multifunc-
tional programmatic steps to cope with the unique contingencies affecting the organi-
zation.”® This definition indicates that a strategic approach spans functions and time.

Futuring is a thinking process that seeks to exploit the environment of an enter-
prise to the advantage of the enterprise even when the environment is uncertain. It
does not require full control of all potential environmental influences to ensure suc-
cess. It supports a versatile, adaptive, proactive, and responsive strategy formulation
process by generating operational strategies for capitalizing on the unfolding envi-
ronment. In addition, it develops critical indicators to guide further decisions as the
organization reacts to the consequences of implementing its stratégyuring and
planning merge at the point where we can devise an operational strategy and translate
it into a goal or target. In this sense, planning becomes the tactical results of futuring,
but we do not expect planning to solve the strategic puzzle for us. Itis a dynamic
puzzle, pieced together day by day, month by month, year by year, not assembled
in advance in some document called a pl&n.”

A consistent theme in the literature is that the formulation of strategy is a continu-
ous process. Albrecht argues that this is a significant point that distinguishes strategic
planning from long-range planning. Whereas long range planning results in plans that

4 Bryson, p. 5.

5 John M. Bryson and Robert C Einsweiler, e@®rategic Planning: Threats and Opportunities for Planners
(Chicago, IL: Planners Press, American Planning Association, 1966); cited in Nancy Natoli and John Fittipaldi,
“A Strategic Planning Primer: Model, Methods, and Misunderstandings,” Army Environmental Policy Institute
White Paper, June 1992.

5 Gomez-Mejia and Balkin, p. 17.

7 Karl Albrecht, The Northbound Train: Finding the Purpose, Setting the Direction, Shaping the Destiny of Your
Organization(New York, NY: AMACOM, 1994), p. 60.

8 Albrecht, p. 63.
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tend to sit on the shelf, “futuring” does things that strategic planning doesn’t do:
“You must have both aisionfor your success anddirectionfor getting there.”

Strategic managemenis a way of guiding the organization “that has as an
ultimate objective the development of corporate values, managerial capabilities,
organizational responsibilities, and administrative systems that link strategic and

operational decision making, at all hierarchical levels, and across all businesses and

functional lines of authority.* Aligning strategic intent and operations eliminates
disconnects between long-term and short-term outcomes. This process produces
solid foundation built on management style, values, beliefs, ethics and accepted
behavior in the organization, making strategic thinking congruent with the
organizational culture.

The literature discusses many processes for developing a strategic approach
No one process fits all organizations. The process chosen by an organization sh
accommodate its unique aspects and environment. “There is, of course, no one co
way to articulate the direction of an enterprise. Organizations are so vastly differé
in their operating environments, . . . that each needs to express its critical succes

a

buld
rrect
ant

5

concept in its own way*

9 Albrecht, p. viii (emphasis added).
10 Hax and Majluf, p. 419.
11 Albrecht, p. 64.

76



APPENDIX I
STRATEGIC THINKING PROCESS (TAXONOMY)

This table applies a strategic thinking process to the uniformed services, defines the ele-
ments of the process and lists some department, subunit and functional level examples.

ELEMENTS AND DEFINITIONS

ExampPLES FROM MILITARY SOURCES

Purpose: the fundamental
reason an organization exists;
guides the organization for
decades — up to 100 years.

Mission: a clear, compelling
overall goal; achievable, yet
stretches the organization;
measurable, to be achieved
within a specific amount

of time.

Vision: a vivid image of where
leaders want the organization
to go and what they want it to
become; a picture of future
change; an exhilarating state-
ment that creates the spark,
the excitement that lifts the
organization out of the mun-
dane and empowers people
to change.

Corporate strategy defines the
“businesses” of the enterprise
and allocates resources

among subunits.

Subunit strategy determines
how to employ its resources

in its environment to achieve
subunit missions.

Functional strategy determines
how to employ the functional
competencies required to
achieve subunit missions.

Goals/Objectives: quantity
and quality yardsticks that
measure present and

future performance of

the organization.

Corporate: Project the power and influence of the Nation
across the seas to foreign waters and shores in both

peace and war. *

Subunit (department): Maintain forces capable of responding
to a wide range of crises. ?

Subunit (major command): Equip and sustain the US Army in
war and peace. *

Function: Meet the people needs of the Coast Guard and the
needs of Coast Guard people. *

Corporate: Deter and if deterrence fails, fight and win.
Subunit (major command): Develop and acquire non-major
systems and equipment; provide development and acquisition
support to program managers. °

Function: Focus the power of the human resource manage-
ment system on achieving stated, measurable organizational
outcomes.

Corporate: A joint force — persuasive in peace, decisive in war,
preeminent in conflict. ©

Subunit: Recognized as the premiere crisis response force —
ever ready to project the power and influence of the United
States from the sea to any foreign shore . . . first on the scene,
first to fight, first to quell disturbances, and first to help . . . the
Nation’s force of choice — a certain force for an uncertain world.
No matter what the crisis or the threat, the nation will have

one thought: “Send in the Marines.” 7

Function: The Coast Guard is the employer of choice;
motivated and high performing Coast Guard people;
organizational behavior supports the concept of Team

Coast Guard; Human Resource Directorate is recognized

and appreciated as a strategic partner. &

Corporate: Use a combination of patience and firmness to
keep the Soviet Union confined to the Eurasian landmass. °
Subunit (community): Costs and priorities for resource pro-
curement and allocation include, to the extent feasible and
practicable, burden sharing and partnering with local communi-
ties and other governmental agencies, and maximizing the
benefits of BRACs and residual values of OCONUS properties. 1°
Function: Deliver human resource competencies/attributes/
traits/behaviors which complement other organizational
(functional) systems and processes to achieve subunit goals
and objectives.

Corporate: Achieve new levels of effectiveness in joint warfight-
ing; achieve dominance across the range of military operations. **
Subunit:  Establish a mechanism that can identify and eliminate
non-value-added activities.

Function: Training in various levels of joint operations occurs

earlier in soldiers’ careers. 3
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1 U.S. Department of the Naviyorward . . . from the Se@Vashington, DC: Department of the Navy, 1994), p. i.

2 U.S. Department of the Arm§M 100-1, The ArmyBaltimore, MD: U.S. Army Publications Center, December
1991), p. 11.

3 U.S. Department of the Army, U.S. Army Materiel CommaBtiategic Long-Range Plalexandria, VA: U.S.
Army Materiel Command, July 1991), p. 1.

4 U.S. Coast Guard, Human Resource Directorate, “Strategic Management Workshop, Executive Summary,”
summary slides from workshop that took place in Arlington, VA, January 23-24, 1996, p. 3.

° U.S. Department of the Army, U.S. Army Materiel CommaBtdategic Long-Range Plap, 1.

5 U.S. Joint Chiefs of Staffioint Vision 2010p. 2.

” General Charles Krulak, The 3% Commandants Planning Guidance, A Marine Corps for tHéCantury
(Washington, DC: Marine Corps Associatidrugust 1995), p. A-2.

8 U.S. Coast Guard, Human Resource Directorate, p. 5.

9 David Jablonsky, “Strategic Vision and Presidential Authority in the Post-Cold Warfaieters: US Army
War College Quarterly\Vol. XXI, No. 4 (Winter 1991-1992), p. 6.

10 U.S. Department of the Armynstallations: A Stategy for the 2Century, Our Vision{Washington, DC: U.S.
Department of the Army, undated), p. 11.

11 U.S. Joint Chiefs of Staffoint Vision 2010p. 1.

12 U.S. Department of the Air Force, Space and Missile Systems CeéuotigrQuality Leadership Guid@.os
Angeles Air Force Base, CA: Space and Missile Systems Center, July 1992), p. 34.

13 U.S. Department of the Army, Training and Doctrine Command (TRAD®&yphlet 525-5, Force XXI
Operations: A Concept for the Evolution of Full-Dimensional Operations for the Strategic Army of the Early
Twenty-First CenturyFt. Monroe, VA: TRADOC, August 1994), p. 38.
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APPENDIX I
APPLICATION OF HORIZONTAL STRATEGY
CONCEPTS TO THE DEPARTMENT OF DEFENSE

According to Portet,horizontal strategy describes how a diversified organization can
coordinate across the boundaries of its distinct but interrelated component subunits to
capitalize on and enhance the competitive advantage of each. He views horizontal
strategy as “the essence” of what is usually called “corporate strategy.” It is fairly
easy to draw many parallels from his discussion to the Department of Defense for
both combat and noncombat organizations. If the Department of Defense is thought
of as the “corporate” level, then the services, the unified and specified commands, the
defense agencies, etc., would be the “strategic subunits.” Porter’s discussion of the
barriers to achieving interrelationships, the costs and benefits of horizontal coordina-
tion, etc., transfer readily to joint-service cooperation and operations.

Extending the analysis down one level, think of each individual service or unified
command as the corporate level, and its component major commands, agencies, etc. as
the business units. (And so on, within each major command, etc.) Again, parallels
with Porter’s discussion are easy to draw. For example, greater commonality in
structure, personnel systems and cultwigisin each service tharetweerdifferent
services reduces many barriergriva-service interrelationships, but other barriers
might still remain.

Once one has selected which level to consider the “corporate level” (the depart-
ment, a service, a unified command, a service major command, etc.), horizontal
strategy addresses how the corporate level coordinates the organizational strategies
of its component subunits, which are analogous to private sector “business units.”

Porter views coordination or alignment of human resource management policies
across interrelated subunits as one of the key tools in achieving a successful horizontal
strategy: “[H]orizontal human resource policies should apply to an entire [organiza-
tion] or to those parts with significant interrelationshigs&nd, by implication, such
commonality may be less important where significant interrelationships do not exist.
Porter does not mean that, for example, the human resource management policies of
the interrelated subunits need to be identical. Instead, he implies that different sub-
units’ unigue human resource management policies ideally steaofdrceeach other
in supporting the overall corporate strategy. As a minimum, the policies should not
conflict with each other in a way that encourages interrelated business units not to
cooperate with each other!

! Porter (1985), p. 319.
2 Porter (1985), p. 406.
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Porter believes the following human resource management policies and practices
would contribute to a successful horizontal strategy:

* Rotating personnel among subunits — This “helps reduce cultural and proce
dural differences among [sub]units, creates personal relationbhipicilitate
joint projects educates managers about areas of opportunity for interrelation-
ships with other units, and promotes a corporate (or group) identity in additjon
to the [sub]unit identity.®

» Some organization-wide role in hiring and training — This helps “build a
corporate identity and an awareness of the overall interests of the [organiza
tion]” that promotes interrelationships and coordination among subunits. H
points out that such a corporate role neeti'reduce the ability of [sub]units
to hire personnel that fit their needs.”

(4%

» Promotion from within — This “tends to reinforce a corporate perspective, and
can lead to managers [leaders] adopting a longer time horizon” that facilita:l‘es
horizontal collaboratiort. Porter specifically points out that “from within”
means fronwithin the whole corporatiomot just from within the subunit.

—
1

» Education on interrelationship concepts — “It is vital that key managers [lea
ers] understand the strategic logic of interrelationships and have a languag
system for discussing and an analytical framework for identifying them in
their own [subunits]. . . . While top management [leaders] often understand
the concept of interrelationships, middle managers frequently do not and
changes in their behavior will make or break the achievement of inter-
relationships in practice®

[1%)

Porter’s framework suggests the following implications for the Department of
Defense. Note that, within the Department of Defense today, there appear to be more
mechanisms for within-service coordination than across-service coordination.

» Personnel rotation — Current service practices for rotating personnel among
units within the same service (namely, intra-service) probably help promote
intra-service identity, projects and other interrelationships. Similiztgr-
service exchange programs and rotating personnel through joint assignments
should help promote joint-service coordination and operations. As discussed
below, in both cases, changing the extent or frequency of such rotations could
dampen the effectiveness of these intra- and inter-service relationships, buf
could also have some offsetting effects, such as providing an opportunity fg
smaller or larger numbers of key personnel to remain in these assignments
longer and, thereby, develop greater depth.

=

3 Porter (1985), p. 406 (emphasis added).
4 Porter (1985), p. 406.
5 Porter (1985), p. 406.
6 Porter (1985), p. 407.

80



Appendix Il — Application of Horizontal Strategy Concepts to the Department of Defense

» Hiring and training — Current service practices for service-wide hiring and
training promoteantra-service identity, interrelationships, operations, etc.
Porter’s framework implies that increasing joint-service coordination of
hiring and training would help promote joint-service operations.

» Promoting from within (the organization as a whole):

- Each service maintains an almost exclusively “internal labor market” at the
service level, which probably promotiesra-service identity, operations,
etc. Below the service level, however, current practices differ significantly
among the services as to how rigidly they promote from within individual
branches or specialties versus service-wide, especially for officers.

- Although lateral transfers between services do occur in both officer and
enlisted ranks, these are extremely rare, even at the entry level. No mecha-
nism exists fointer-service promotions. Other things equal, one would
expect more inter-service transfers (and promotions) to increase the effec-
tiveness of joint-service operations and other interrelationships. Similarly,
Porter’'s model suggests that (significant) lateral entry to “line” positions
from outside the uniformed services would reduce horizontal coordination
both within and among services.

» Education on interrelationship concepts — Here again, current practices appear
to emphasize interrelationshipgthin each service, especially among junior
officers and enlisted personnel. For officers, the first significant opportunities
for joint-duty assignments and exchange programs (including attending another
service’s professional military education programs, such as the command and
general staff schools) do not usually occur until the senior O-3 level.

Although Porter does not specifically addresmpensatiomolicies in this
context, the implications are relatively straightforward. Consistent compensation
policies across services, and across components within each service, should help build
“corporate” identity and awareness of the overall interests of the organization, reduce
cultural and procedural differences, and facilitate joint operations. Current law and
policies that result in inter-service differences in compensation of personnel who are
deployed together in joint operations (such as Haiti, Somalia, and Bosnia) provide
examples of an apparent lack of horizontal coordination of corporate-wide human
resource management policies and practices.

Coherent department and service-wide horizontal strategies would provide
common reference points for assessing the benefits and costs of competing human
resource management policy options, which would assist in resolving competing
demands for resources in a way that would have the greatest benefit in terms of overall
organizational effectiveness. At the same time, such horizontal coordination would
entail some costs, including less service autonomy and identity. However, as Porter
observes, “While [subunit] autonomy may be reduced in the process, the real purpose
of horizontal organization is t@define[sub]unit autonomy in terms more conducive
to the [organization’s] overall success.”

7 Porter (1985), p. 385.
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Porter’s discussion implies any human resource management policy
change, no matter what its intent, would entail both benefits and
(opportunity) costs. For example, significantly increasing empha-
sis on joint operations and interrelationships earlier in junior
officers’training and careers would likely come at the expense

of service- and career-field-specific training and experience.
Decreasing intra-service personnel rotation might reduce per-
manent change of station costs and contribute to achieving other
desirable goals (for example, family stability and unit or team
cohesiveness and productivity); potential costs might include
longer tours at overseas and remote or isolated locations, lower
intra-service identity, etc. The horizontal strategy concept requires
a weighing oboth benefits and costs, rather than emphasizing

one and losing sight of the other.
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APPENDIX IV
STRATEGIC CHANGE INITIATIVES IN THE
DEPARTMENT OF DEFENSE

This appendix describes three current strategic change initiatives in the Department
of Defense. Then the appendix suggests how the human resource management
system can facilitate the changes associated with the initiatives.

Joint Vision 2010

“Joint Vision 2010 is the conceptual template for how America’s Armed Forces
will channel the vitality and innovation of our people and leverage technological
opportunities to achieve new levels of effectiveness in joint warfighting.”

What is the Change in Direction?

Joint Vision 2010 seeks to “ . . . achieve new levels of effectiveness in joint warfighting,”
in the areas of “dominant maneuver, precision engagement, full dimensional protec-
tion, and focused logistics?” As such, in many ways, Joint Vision 2010 reflects a
smooth extrapolation of today’s “world-class” military toward enhanced operational
performance in the future; in a number of aspects, however, it proffers significant
changes in direction, particularly in terms of implications for the human resource
management system. For example:

« Developing “service uniquée”capabilities suggests that different services
contribute different strengths to achieving new levels of effectiveness in joint
warfighting. Different capabilities suggest the need for different systems
(including human resource management systems) to support them. However,
these capabilities must be aligned: “Simply to retain our effectiveness with
less redundancy, we will need to wring every ounasapability from every
available source. That outcome can only be accomplished through a more
seamless integration of service capabilitiés.”

» “The implications of technological advances . . . of improved systems inte-
gration, are both profound and complex. . . . The optimal balance between
centralized and decentralized command and control will have to be carefully
developed as (new information) systems are brought into the inventéries.”

+ U.S. Joint Chiefs of Staffloint Vision 2010p. 1.

2 U.S. Joint Chiefs of Staffioint Vision 2010p. 1.

3 U.S. Joint Chiefs of Staffioint Vision 2010p. 23.

4 U.S. Joint Chiefs of Staffioint Vision 2010pp. 8-9 (emphasis added).
5 U.S. Joint Chiefs of Staffioint Vision 2010pp. 13, 15.
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The themes of high-quality people, empowerment, creativity and adaptability
resonate throughout Joint Vision 2010.
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Joint Vision 2010 also envisions that, “logistics functions will incorporate
information technologies to transition from the rigid vertical organizations
of the past.”®

Joint Vision 2010 calls for “a responsive research, development, and acquis

itary Compensation

ition

process to incorporate new technologies. This process must leverage technol-

ogy and management innovations originating in the private sector through
responsive access to commercial developmehts.”

“Faced with flat budgets and increasingly more costly readiness and mode
ization, we should not expect a return to the larger active forces of the Cold
War period.”™

“The quality of our people is unequaled at all levels of the chain of command.

And “Since the mid-1980s, this high quality has been the essence of the Ar
Forces.™

“Individual warfighters will beempowereds never before, . . . [e]ach
individual warfighter carriekigher lethalityand has greater reacH”

“The individual warfighter'sudgment creativity, andadaptabilityin the
face ofhighly dynamic situationsill be essential to the success of future
joint operations.™

“The human dimension includirignovative strategic and operational thinking
andstrong leadershivill be essential to achieve decisive resufts.”

“In order to make optimum use of the technologies and operation concepts
we must carefully examine the traditional criteria goversipgn of controhnd
organizational layergor the Services, commands, and Defense agencies. V|
will needorganizations and processes that are agit®ugh to exploit emerg-
ing technologies and respond to diverse threats and enemy capabilities. Af
move forward, we may require furtheductions in supervision and central-
ized direction All organizations must becomeore responsive to contingen-
cies” 13

“Increased organizational flexibilitwill enhance our responsiveness.”

“Turning concepts into capabilitiesquires adapting our leadership, doctrine,
education and training, organizationand material to meet the high tempo,

med

Ve

5 We

high technology demands posed by these new concépts.”

sU.S.
7u.s.
8 U.S.
°Uu.s.
0 u.s.
nu.s.
2 U.s.
BU.S.
“Uu.S.
% U.S.

Joint Chiefs of Staffloint Vision 2010p. 24.
Joint Chiefs of Staffloint Vision 2010p. 32.
Joint Chiefs of Staffloint Vision 2010p. 8.

Joint Chiefs of Staffloint Vision 2010p. 5.

Joint Chiefs of Staffloint Vision 2010pp. 13-15.
Joint Chiefs of Staffloint Vision 2010p. 27.
Joint Chiefs of Staffloint Vision 2010p. 28.
Joint Chiefs of Staffloint Vision 2010p. 31.
Joint Chiefs of Staffloint Vision 2010p. 31.
Joint Chiefs of Staffloint Vision 2010p. 27.
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* “In sum, by 2010 we should be able to enhance the capabilities of our forces
through technology. This will, in turn, expand our greatest advantage: the
adaptability, initiative, teamwork, and commitmenbur people at every
level.” ¢

Joint Vision 2010 also suggests ways in which the vision links to the human
resource management system:

» “[R]ecruiting and retaining dedicated high quality peopté.”

» “[L]eadership development must begin with vigorous selection processes
and extend beyond formal education and trainitg.”

» “Hands-on experience in a variety of progressive assignments must stress
innovation, dealing with ambiguity, and a sophisticated understanding of
military art.” *°

» “[E]ducation and training programs must . . . emphasize employment of new
technologies and achieving the operational concepts outlinddiimt Mision
2010and] . . . provide our warfighters with an understanding of strategic
concepts in the future environment where military force will be appltd.”

» Education and training programs “must emphasize integration of joint
capabilities and develop skills that increase individual and organizational
effectiveness.™

» “[O]rganizational climate must reward critical thinking, foster competition
of ideas, and reduce structural or cultural barriers to innovafibn.”

The services have historically celebrated the value of their people in fulfilling
mission requirements; they speak with great confidence and pride about their “qual-
ity” people. But will this be sufficient in view of the above characterization of the
future? How should “quality” be defined and measured in the world of Joint Vision
20107 Is category I-1l1A, together with possession of a high school diploma, a useful
measure for quality in the world of Joint Vision 20107

Joint Vision 2010 clearly moves beyond a focus on the generic characteristic
of people (quality) — and it must if it is to be successful — toward a focus on more
specific behaviors (such as judgment, creativity, adaptability, initiative, teamwork,
commitment, innovative strategic and operational thinking, etc.) as a source of com-
petitive advantage. To “channel the vitality and innovation of our people . . .
to achieve new levels of effectiveness in joint warfighting” requires a fundamental
change in the focus of the human resource management system. In fact, “organiza-
tions can best find competitive advantage through their ability to organize, not through
having superior human resources.”

16 U.S. Joint Chiefs of Staffjoint Vision 2010p. 18.
17 U.S. Joint Chiefs of Staffoint Vision 2010p. 28.
18 U.S. Joint Chiefs of Staffjoint Vision 2010p. 29.
19 U.S. Jaint Chiefs of Staffjoint Vision 2010p. 29.
20 U.S. Joint Chiefs of Staffoint Vision 2010p. 30.
21 U.S. Joint Chiefs of Staffloint Vision 2010p. 30.
22 U.S. Jaint Chiefs of Staffjoint Vision 2010p. 33.
2 Lawler (January 1995), p. 8 (emphasis added).
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Some postulate the current human resource management system is not designed
to enable leaders to empower people; nor does it identify, communicate and reinfprce
creativity and adaptability as desired behaviors — at least, not as much as Joint Vision
2010 seems to require. They also infer the current human resource managemen
system does not compensate and reward empowerment, creativity and adaptability.
For example, findings reported in a recent RAND study based on focus groups and
surveys with service members from various installations, indicated empowerment,,
creativity and adaptability did not emerge as desirable behaviors in the current envi-
ronment. In fact, service members reported two closely related desirable behaviors —
making difficult judgment calls and outstanding performance — are often puniShed.

How Can the Human Resource Management System
Facilitate Change?

Joint Vision 2010 clearly suggests the need to redesign organizations in line with
the overall strategic direction. Changing fundamental decisions about organizational

design also requires reexamination of the fundamental choices made about managing
and rewarding people. Changes in technology do not automatically translate into
changes in people’s characteristics and behaviors — in fact, if service members are
managed and rewarded in ways that continue to motivate today’'s behavior, the ben-
efits of new technology and doctrine could fall far short of that sought.

This report describes a conceptual framework for leveraging, in the words of Joint
Vision 2010, “the vitality and innovation of our people . . . to achieve new levels of
effectiveness in warfighting?® The fundamental choices made regarding organizing,
managing and rewarding people enable the services to develop the unique servige
capabilities required and to apply new operational concepts effectively.

Force XXI Army

What is the Change in Direction?
The Army is undertaking major change in strategic direction:

» Under the precepts of Force XXI, the Army is committed to “design[ing]
organizations and develop[ing] capabilities that will allow it to be rapidly
tailorable, rapidly expansible, strategically deployable, and effectively
employable as part of a joint and multinational team to achieve decisive
results in future war and OOTW (operations other than war) in all
operational environments?®

24 RAND research in support of the 8th QRMC, publication forthcoming, found only two major classes of de le
behaviors that are punished. The first involves difficult judgment calls about whether to take the initiative
follow orders, and whether to be honest and loyal. The second involves outstanding performance. Outst g

performers are often give extra duty and sometimes even prevented from moving to another assignment
would be good for their career. Mark Spranca, “Selected Findings from Base Visits,” briefing on RAND
Research in Support of th& @RMC, presented to thé"®RMC, Arlington, VA, April 26, 1996, pp. 17-19.

%5 U.S. Joint Chiefs of Staffoint Vision 2010p. 1.

26 U.S. Department of the Army, Training and Doctrine Command (TRAD®@&nphlet 525-5). 18.
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» “Force XXI calls for major philosophical, theoretical, materiel, and organi-
zational changes-from how we think about war, to how we fight and lead
on future battlefields and succeed.”

» Force XXI positions “soldiers and information [as] the centerpieces for
future operations, . . . critical in that they permit changes in the dimensions
of the battlespace and potentially dominate the battlespace. . . . By mastering
information, we can potentially command operations at an operational
tempo no potential enemy can matci.”

* “The Army sees itself in a process of continuous transformation. For exam-
ple, the Army ofl989was a Cold War Army, forward deployed with a very
focused mission, constrained resources, 20th century technology, and a longer
planning horizon. The Army df995is a power projection Army, principally
based in the US with a power projection strategy and capabilities, a broad
range of missions, severely constrained resources, and a shorter planning
horizon. The Army 02010is the Force XXI Army with a flexible engage-
ment strategy; Zicentury technology; knowledge and capability based with
split-based operations; improved lethality, survivability and tempo; shared
situational awareness, and real time informatiéh.”

Force XXI multi-dimensional operations represent greatly increased scope and
complexity with implications for soldiers, non-commissioned officers and commis-
sioned officers, as illustrated in the following comparison.

WoRrLD WAR | WorLD WAR 11 Force XXI
INFANTRY ARMORED INFANTRY MECHANIZED INFANTRY
PLaToON PLaToonN PLaToonN

« Rifle (300m) * .50 cal vs light armor = 25mm vs light armor
(750m) (2500m)

« Fight and move at 3 KPH Bazooka vs armor (250m) TOW vs armor (3750m)

e Hand and arm signals e Fight at 3 KPH; move « Fight and move
at 12 KPH at 30 KPH
e Radio on company net = \Dice (internal/external)

= Digital (Maneuver/Fires/
CSS/Intel) %0

Clearly, these changes in weaponry alone communicate volumes about changing
soldier requirements, which translate into changing requirements for the human
resource management system, too. An anecdote illustrates the impact of advanced
communications and weaponry on the organization’s hierarchical design. Battle Lab

27 U.S. Department of the Army, Training and Doctrine Command (TRAD®&hphlet 525-5p. 45.

% U.S. Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 19.

2 Colonel Jack Klevecz, “Force XXI Joint Venture Overview Briefing for th@&MC,” Briefing presented to
the 8" QRMC on February 6, 1996, Arlington, VA (Army Battle Lab Integration, Technology and Concepts
Directorate, Ft. Monroe, VA).

%0 Klevecz (February 6, 1996).
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officials at the Field Artillery Center “discovered sergeants were going to the colonel
and suggesting ways of attacking the SS-21 launchers with Army Tactical Missile
System missiles. [They] did not anticipate that kind of respofse.”

The Army and its personnel community have traditionally focused on “quality”
soldiers, a human resource management functional outcome. When leaders talk|about
soldiers, they generally refer to “quality” soldiers to describe the most desirable
characteristic.

The literature on Force XXI describes soldiers and leaders in a different way.
“Leaders must exploit the potential to be found in military organizations that are
flatter, internetted, and wheggiality soldiers with expanded and timely information
are able to reach their full potential for initiative and action within the overall intent
when given that opportunity® Future leaders and soldiers of Force XXI will requir
the following characteristics and behaviors:

112

» “Future Army leaders . . . must have simtitive skillsasvision innovation
adaptability, andcreativityand theability to simplify complexitieandclarify
ambiguities’ *

 ‘“Individual soldiersempowered for independent actib#t

 “[S]oldiers withinitiative.” 3*

» Continuously informed soldierstntribute to the overall intent far in excess
of their numbers.3®

» Soldiers with “as much information as commanders changelytiamics
of leader-to-led’ *’

“Our future Army will continue to recognize the soldier as its greatest capability
and build our future operational concept aroguélity soldiers and leaders. . . .
Knowledge-based operations call for great change in doctrine, training, leader deyel-
opment, organizations, materiel, and soldiets.The following requirements stem-
ming from Force XXI doctrine directly impact the human resource management
system:

31 Jim Tice, “The Deep Strike Revolution: Battle Lab Adds Dimension to Warfare of the Next CeAruny,”
Times Vol. 56, No. 11 (October 9, 1995), p. 14.

32 U.S. Department of the Army, Training and Doctrine Command (TRAD®&nphlet 525-5p. 39
(emphasis added).

33 U.S. Department of the Army, Training and Doctrine Command (TRAD®&nphlet 525-5p. 39
(emphasis added).

34 U.S. Department of the Army, Training and Doctrine Command (TRAD®&nmphlet 525-5p. 21
(emphasis added).

% U.S. Department of the Army, Training and Doctrine Command (TRAD®&mphlet 525-5p. 20
(emphasis added).

3% U.S. Department of the Army, Training and Doctrine Command (TRAD®&nphlet 525-5p. 20
(emphasis added).

37 U.S. Department of the Army, Training and Doctrine Command (TRAD®&nphlet 525-5p. 21
(emphasis added).

% U.S. Department of the Army, Training and Doctrine Command (TRAD®&Mphlet 525-5p. 36.
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“[OJrganize around information processing and dissemination
(organizational design)®

“[H]igher leader to led ratio (organizational desigrf}.”

“[M]odular [units] (organizational design), allowing . . . rapid tailoring
of units to operate within any potential contingency situation in joint
and multinational operations®”

“[L]eaders of greater experience and rank (assignments and promotions)
commanding at lower levels than ever befofe.”

“Institutions and commanders . . . train and develop leaders who are intui-
tive, agile-minded, innovative, and disciplined . . . characterized by showing
versatility and initiative, taking calculated risks, . . . exploiting opportunities . . .
[, and] consistent[ly] building . . . cohesive teants.”

Future “leaders . . . schooled in joint and multinational operations and skilled
in synchronizing and harmonizing all aspects of combat and noncombat
operations,” must “have a keen awareness of the world and know the role

of military force in that world (training).*

“Training in various levels of joint operations . . . occurs earlier in
soldiers’ careers.*®

TheForce XXICampaign Plandentifies “performance standards . . .

for leaders: rapidly grasp changes in situations and conditions; exercise
initiative by independently planning; execute doctrine-based actions (within
the commander’s intent) that maintain a steady focus on accomplishing
the assigned operational mission (performance managentént).”

“Information Age technologies and continuous development and training
in units and our Land Warfare University’”

“[T]ask-based training to a standard under varying conditidhs.”

“[F]lewer individual specialties (job design, compensation) for both officers
and enlisted soldiers?®

“Merg[e] individual, unit and self-development . . . into a seamless Army
training system.”

®¥U.S.
“uU.s.
“U.s.
“2U.S.
“U.S.
4“4 U.S.
“U.S.
% U.S.
47U.S.
“®U.S.
“U.S.
®Uu.s.

Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 40.
Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 39.
Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 40.
Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 39.
Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 40.
Department of the Army, Training and Doctrine Command (TRAD®&Mphlet 525-5p. 39.
Department of the Army, Training and Doctrine Command (TRAD®&phlet 525-5p. 38.
Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 40.
Department of the Army, Training and Doctrine Command (TRAD®&pphlet 525-5p. 1.

Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 38.
Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 38.
Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 39.
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» “[llnternetted and interconnected [installations] to facilitate both individual
and collective training at all levels[; individual skill training refreshers and
sustainment available to each soldier[; d]ata bases available to routinely address
lessons learned from previous operations, worldwide political and demographic
information, or expert individual specialty training requirements; . . . distrib-
uted interactive simulations”

» “[Continuous field environment training] for units at battalion and below
where teamwork skills are rapidly perishabfé.”

» “[FJormation of strategic alliances (organizational and job design) between
Army logistics mechanisms and civilian industry[; clivil sector will assume
more responsibility for functions such as warehousing, maintenance, and
material management?®

» “Military units, augmented by an expanded number of civilians, contractor
personnel, and available host nation resources, will comprise the future
organizational structure of [operational logistics required to sustain joint
and/or multinational campaigns}?

» “[F]lexible, theater-level sustainment support activity . . . organization will
consist of highly skilled and properly equipped civilian technicians, private
sector contractors, and elements of active Army and reserve components
(organizational design)?®

Based on the above description, the changes expected in the way the Army will do
business in the Force XXI environment call for major changes to the human resource
management system — if it is to support fully the outcomes desired under Force XXI.
These changes to the human resource management system require deliberate, calcu-
lated examination of fundamental choices about organizing, managing and reward-
ing people; these choices, strategic choices, will determine the degree to which Horce
XXI — or the other services’ fundamental changes in direction — will meet or exceed
expectations.

How Can the Human Resource Management System
Facilitate Change?

A human resource management system aligned with strategy focuses all the people
in the organization directly on achieving stated organizational outcomes through
the powerful and very visible influence of the human resource management systegm.
A strategic approach brings the full influence of the human resource management
system to bear on the very culture of the organization — argirtb@ua norof
accomplishing a fundamental organizational change lies in changing the culture.
The human resource management system can facilitate change by:

51 U.S. Department of the Army, Training and Doctrine Command (TRAD®&Mphlet 525-5p. 39.
52 U.S. Department of the Army, Training and Doctrine Command (TRAD®&Mphlet 525-5p. 39.
53 U.S. Department of the Army, Training and Doctrine Command (TRAD®@&nphlet 525-5p. 28.
5 U.S. Department of the Army, Training and Doctrine Command (TRAD®&Mphlet 525-5p. 28.
% U.S. Department of the Army, Training and Doctrine Command (TRAD®&Mphlet 525-5p. 29.

90



Appendix IV — Strategic Change Initiatives in the Department of Defense

» Formulating direction.
« Communicating desired organization outcomes and goals.

» \Vertically aligning human resource management policies and practices to
organizational strategy.

» Horizontally coordinating human resource management policies and practices.
 Identifying, communicating and reinforcing desired behaviors.
» Shaping organizational culture.

“If the US Army must maintain one attitude, it is the capacity to accept new ideas
and patterns of thinking In this vein, strategic human resource management is a
new idea with new patterns of thinking about organizing, managing and rewarding
people to achieve organizational outcomes.

TheForce XXI Campaign Plapoints out “[e]xperimentation in organizational
design . . . and supporting operational concepts will be essential to evaluate and refine
future concepts.” A strategic approach to human resource management stretches
beyond organizational design to include experimentation in compensation and person-
nel management. All the elements of the human resource management system must
be aligned to obtain the desired behavior — just as all the equipment, training, main-
tenance and logistics must be aligned to obtain the desire operational outcomes.

AlIr Force 2025

The Air Force recognizes “the future doesn’t just happen. It’s created by people with
values, aspirations and growing expectatioffsThe Air Force is devoting significant
resources to answering two strategic questions:

1. What future capabilities will the Air Force need to meet the military
challenges facing the nation in 2025?

2. How does the Air Force organize, train, and equip in 2625?

To address these question, the Air Force is committed to “creating a vision of
the Air Force After Next.”

“The most revolutionary change the Air Force faces is the rise of information
technologies that are transforming everything around us. . . . When you add up these
changes — in mission, in size, in resources, in threat — you find that it essentially defines
a complete change in our environment. From the way we do business, to the tools of
our trade, to how we conduct war, to how we plan for the future — the change we see

% Bracken and Alcala, p. 2.

57 U.S. Department of the Army, Training and Doctrine Command (TRAD®&)phlet 525-5p. 40.

%8 Honorable Sheila E. Widnall, Secretary of the Air Force, “Today’s Air Force: Dealing with Hard Realities,”
Remarks at the Durand Lectureship in Public Policy, Washington, DC, May 1, 1996, quateBance
Update, Your Air Force TodaiMay 1996, p. 5.

59 Clark Murdock, “Long-Range Planning Analytic Process,” draft of briefing to the Air Force Board of Directors,
Washington, DC, February 29, 1996, p. 9.
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is fundamental and far-reachin§®” The Air Force Long-Range Planning Charter calls
for “a strategic vision document which considers the full range of future concepts| to
include innovative technologies, organizational and business practices, and future
environments?* The Air Force is also “moving to an unprecedented level of joint
cooperation.®?

What is the Change in Direction?

The Air Force is embarking on a new strategic direction even before it publishes a
vision of the Air Force after next. Devoting substantial resources to critically scru
nize what business the Air Force should be in, the way it does business, the tools of
the trade, how it conducts war, how it plans for the future, unmistakably communit
cates fundamental and far-reaching change in strategic direction.

The Air Force tends to focus on technology as it contemplates the future, which,
“in the end, [is] there to give the battle commander the picture he needs to make the
right decision, and the connectivity he needs to get that decision carried out in acgor-
dance with his vision® Information dominance means commanders gather and
redistribute data in minutes throughout the theater; they see real-time action, both
friendly and enemy; they retask forces to accomplish the mission, retask intelligence
assets to get the right picture as the action unfolds. Information dominance requires
an “investment in the human dimension to create the same sort of superiority [the
Air Force has] long enjoyed in its equipmefit.”

Like Joint Vision 2010 and Force XXI, Air Force 2025 represents the same
type of fundamental change in direction. As a result, it is likely that different behayv-
iors will be required and a different human resource management system to obtajn
these behaviors.

8 Widnall, p. 1.

61 General Ronald R. Fogleman and Honorable Sheila E. Widnall, Secretary of the AirGracder,
Special Assistant to the CSAF for Long-Range Plannindated.

62 Widnall, p. 3.

8 Widnall, p. 4.

5 Widnall, p. 4.
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